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Tomovrow 


Hitler gains... anewempire... 
kickbacks at home .. . trouble to 
the south... recovery outlook. 


ITLER and Mussolini, more than ever, 
are to call the tune affecting domestic 
and foreign policies. 

Cornered economically, the German dic- 
tator, instead of taking time out to think, 
struck decisively. Ahead, in consequence, is 
a new period of international scrambling and 
unscrambling. | 

In one lightning stroke, diplomatic advices 
say, Hitler did the following: 

Fooled Roosevelt, Chamberlain, Daladier, 
even Mussolini, who had looked for the next 
break in the Mediterranean. 

Set England and France back on their 
heels just as they were about to try a squeeze 
fnancial play and just as their armament be- 
gan to creep ahead. | 

Relieved internal pressure by grabbing at 
least $150,000,000 in desperately needed gold 
and foreign exchange; by acquiring at least 
500,000 badly needed skilled workers; by 
taking arms for a modern army of 1,000,000 
men; by getting rich farm lands. 

Started a new German empire of subject 
races in Europe. : | 

Gained immensely valuable new strategic 
positions from which to move in any one of 
several directions. 

But Hitler also did the following: 

Gained another indigestible minority; ac- 
quired a new internal policing problem; won 
added problems for a runaway economic ma- 
chine dependent upon imported raw mate- 
rials. Exhaustion of Czech gold and foreign 
exchange can force new adventures. Each 
adventure creates new problems, as it re- 
lieves old problems. 

x * 


Vital repercussions from the Hitler move 
now will appear at home and abroad. 

More and more will totalitarian methods 
be forced on Great Britain and France. 

Capital flight, the impossible luxury of 
unemployment, demands for self-preserva- 
tion will force new controls, new discipline 


of laber-arid capital, new mobilization of re-. 


sources in financial power, machine power 
and manpower. ; 

At home, the outlook suggests: Speeded 
rearmament, increased nationalism, less in- 
clination to look to Britain and France to 
stop Hitler, more realization of the dangers 
in failure to solve economic problems. 

Mere kindness to business men will fail to 
solve problems tracing to world economic 
disruption. A gold hoard, now shooting past 
15 billion dollars, is just one local symptom 
of disruption in the once automatically op- 
erated economic system. 


New Latin-American problems—affecting 
“hemisphere solidarity”’—are confronting the 
United States. | 

Argentina, cutting trade with this country, 
ls bartering $35,000,000 worth of grain for 
German railroad equipment and automobiles. 

Brazil, after signing up for loans here, is 
finding herself forced to resume barter with 
Germany to dispose of oranges, cotton, coffee. 
_ Bolivia is sealing her confiscation of Amer- 
‘can oil property. Mexico is refusing to 
modify her expropriation policies, suggest- 
ing more German barter. 

An American offer of help in arming Latin 
American nations is a gesture to meet grow- 
ing German and Italian progress. 

* x 

Higher, not lower, taxes are in store, even- 
tually, 

Pay-roll taxes automatically rise one per 
‘ent on January 1, 1940, adding nearly 
$30,000,000 to the tax bill. 

Prospective farm parity payments of $250,- 
900,000 call for new taxes or a larger deficit. 

Proposed tax law changes, as previously 
‘mphasized, will involve no cut in revenue, 
but will involve some shift in tax incidence, 
‘ome change in regulations. 

* 
prospects need not be affected 
tsely by European developments. 
nent gains have been in the face of 
ne foreign trade. Sharpest recovery 
io in the September-October period of 
when Munich and its intense war threat 
shook Europe, 
“peated shocks are expected to result in 
“indling effect, 
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Business Pays 


Almost Double 


1929 Taxes 
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Pay-Roll Levies 


Swell Business Tax Burden 


Nearly a Billion Above "Prosperity Days’ 


I poecareerssmil business, earning a fraction of + per cent on each group next January 1. 


the income that it earned in 1929, is paying 
nearly twice as large a total of taxes. 
President Roosevelt, Treasury officials and 
leaders in Congress are in the process of “do- 
ing something” about taxes on business. 


Whatever is done, the President emphasizes, 
will in no way affect the total of revenue to be 
derived from those business taxes. More, not 
less, income is recognized as the Government’s 
pressing need. That fact is revealed by March 


- 15 returns, Showing a sharp loss_in revenue 


from collections on 1938 income. 

Tax changes, as proposed, would turn five 
corporation taxes intogone tax and would re- 
move specific inequalities in existing laws 
without lowering revenues. 


REVENUE FAR ABOVE 1929 


_ Those revenues, compared with the boom 
year 1929, are large. 

In 1929, with business at record-breaking 
levels, they amounted to $1,235,733,000. 


In 1939, with business not so good, they will 


amount to $2,124,275,000 on the basis of official 
estimates. 

This increase in the tax load of American 
business is graphically illustrated by the picto- 
gram above. As the pictogram reveals, the 


sharp increase in taxes is accounted for by the. 


tax on pay rolls levied to support systems of 
old age insurance and unemployment insurance. 


Thus: 
Ten years ago corporation income taxes pro- 


duced a revenue of $1,235,733,000. 


Today corporation income taxes are produc- 
ing an estimated $926,000,000, or more than 
$300,000,000 less than they produced back in 
1929. 

Ten years ago there were no pay-roll taxes. 

Today taxes on pay rolls are yielding an esti- 
mated $1,198,175,000, or about $272,000,000 
more than all of the corporation income taxes 
are yielding. 

As a result of pay-roll taxes, the tax load of 
American business is nearly one billion dollars 
larger than the load carried in the last boom 
year. 

The pay-roll tax system was inaugurated in 
1936. In that year a tax of one per cent was 
levied against employers of eight or more per- 
sons to support a system of unemployment in- 
surance. That tax increased to 2 per cent in 
1937 and to 3 per cent in 1938. In that same 
year, 1936, a tax of one per cent was levied 
against all but selected groups of employers to 
support a system of old-age insurance. A simi- 
lar tax was levied against employes of these 
employers. That tax will rise one-half of one 


At present the pay-roll tax on employers 
totals 4 per cent of pay rolls. 

Pay-roll taxes are described by Government 
tax specialists as of even more significance for 
their effect on business than their total yield 


-In revenue suggests. 


Reasons offered for this description are 
many. | 

One reason for ascribing unusual effect to 
these taxes is found in their character. 


Ninety per cent of corporation income taxes 
are paid by only 25,000 out of half a million 
corporations. All who pay that tax have profits 
after setting aside reserves for depreciation, 
after paying interest on indebtedness and after 
meeting all operating expenses. 


Pay-roll taxes, on the other hand, are paid by 
more than 1,850,000 employers, rich and poor 


alike. Those taxes are as high in dollars on the 


employer with 100 employes who is trying to 
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exist in an uphill race against the sheriff as 
they are against the employer with 100 em- 
ployes who is making large profits. In other 
words, ability to pay is not a consideration in 
pay-roll taxation. 

A second reason for ascribing unusual effect 
to pay-roll taxes grows from their influence on 
employment. | 

Each time an employer adds an employe he 
must figure that a sum equal to 4 per cent of 
the wage of that employe must be paid to the 
Government. Each time that an employer con- 
siders a wage increase he must consider that 
4 per cent of that increased wage must be paid 
to the Government. 

—Tax specialists say that the result is a de- 
cided pressure against an increase in employ- 
ment or an increase in wage payments. 

A third reason for ascribing unusual effect 
to pay-roll taxes is based on their effect on 
general business. 


These taxes, in the words of the Government 
tax experts, are “regressive”. This means that 
they bear most heavily on those least able to 
pay, rather than most heavily on those best 
able to pay. 


NEW BUSINESS HANDICAPPED 


For example, the employer who is endeavor- 
ing to start in business or who is struggling to 
stay in business, must pay to the Government 


4 per cent of his pay roll. This is money that 


might have gone to buy needed equipment, or 


to add to stock or to meet the many demands. 


that have to be met by any business man. 


The experts say that pay-roll taxes are a tax 
on consumption and they are a tax of the type 
that penalizes the industry that employs the 
most workers. 


In tax studies now under way at the White 
House, in the Treasury and among leaders in 
Congress, no announced consideration is being 
given to taxes on pay rolls. Yet these taxes 
now yield more than do corporation income 
taxes. Their rate, under existing law, is sched- 
uled to rise gradually until employers are pay- 
ing 6 per cent of pay rolls and workers are pay- 
ing 3 per cent of their income to support the 
old age insurance and unemployment insurance 
systems. 

Pay-roll taxes are super-imposed gn the 
country’s income tax system. 

Income taxes, as they apply to business, are 
at this time of secondary importance as reve- 
nue raisers when compared with pay-roll taxes. 

Together the pay-roll tax system and the in- 


come tax system are yielding the Government | 


a revenue return from American business 
larger than at any time in the histgry of the 
country. 
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The March of the News 


_ Aftermath of Munich . . . arms | 
for South America... social 
security changes ... tax revision, 


i hen United States again is playing a role 
in the latest episode in the troubled his- 
tory of the Czechs. 

America’s attitude toward Germany’s occu- 
pation of Czechoslovakia was expressed offi- 
cially March 17 when Acting Secretary of 
State Welles, with the approval of President 
Roosevelt, issued a formal statement in which 
he spoke of Germany's action as “the tem- 
porary extinguishment of the liberties of a 
free and independent people * * * with whom 
the people of the United States have main- 
tained specially close and friendly relations.” 


Another immediate aftermath as a result 
of the biggest development in world affairs 
since Munich was the application by the 
Treasury of tariff rates in effect on German 
goods to all the products imported from the 
invaded provinces. 


Other consequences which may be slower 
in taking form were seen in the President’s 
statement that the turn of affairs in Europe 
demonstrates the need for a revision of the 
American Neutrality Act at this session of 
Congress and in a speeding up of the drive 
to get the national defense program under 
way. 


POSTPONING GUAM DISPUTE 


To eliminate one delay—the controversy 
over the request for an appropriation to im- 
prove the harbor of Guam—Mr. Roosevelt 
suggested to Senator Walsh, chairman of the 
Senate Naval Affairs Committee, that the 
proposal could be considered later as an addi- 
tion to the Rivers and Harbors Bill. 


Another controversy which had held up 
agreement between the two Houses on the 
bill providing for expansion of the Army Air 
Corps was settled when the conferees agreed 
to drop the Barkiey amendment denying 
contracts to manufacturers held to be viola- 
tors of the National Labor Relations Act and 
agreed to raise the limit on planes from 5,500 
to 6,000 as was provided in the Senate ver- 
sion of the measure. 


> 


New phases of the defense program were 
opened when Senator Pittman, Chairman of 
the Senate Foreign Relations Committee, 
introduced a resolution (a companion meas- 
ure was introduced in the House), which 
would give the President discretionary power 
to sell all types of naval vessels and arms and 
anti-aircraft artillery and munitions to other 


| [Continued on Page 3,.Col. 1} 
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The United States News 


March 20, 1939 


IMPORTANT SECRET 


In a secret session, Wage-Hour Administrator 

Elmer F. Andrews, shown with Chairman Mary 

T. Norton, discussed with members of the House 

Labor Committee proposals to exempt white- 
collar workers from the law. 
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HEAVIER TAXES 
THE MAKING 


| More taxes ahead. One condi- 
tion for tax revision. Spending 
projects and revenue demands. 


HEN talking of taxes, President Roosevelt and 
WV his Treasury aides commit themselves at this 
time on only one point. 


That poin: is one of insistence that if any tax 
law changes are made to meet taxpayer com- 
plaints about existing taxes, those changes must 
not involve any demonstrable loss in total Gov- 
ernment revenue. 


And, as part of the same point, if Congress ap- 
proves a larger total of appropriations than that 
estimated in the Federal Government budget for 
the fiscal year 1940, there must be new taxes to 
raise revenue to cover the added expense. 


Against that background it can be said that 
both cérporations and individuals will be paying 
more taxes one year from now than they are 
paying today. 

The reason for that conclusion, privately ex- 
pressed by Treasury officials, is twofold. 


First, there is the reason of higher pay-roll 
taxes. Unless Congress acts to reverse a previous 
action, on next January 1 the tax on pay rolls 
to support the old-age insurance system will be 
increased one-half of. one per cent for both 
workers and employers. This will involve an ad- 
ditional revenue of about $300,000,000 a year. 


The Probable Increases 
In Federal Expenditures 


Second, .there is the reason of probable in- 
creases in Federal Government expenditures to 
be authorized by Congress over and above exist- 
ing expenditures. Thus: Leaders in Congress re- 
gard as almost certain an approval of $250,000,000 
for “parity payments” to farmers that are not 
now budgeted. Likewise, more millions are likely 
to be voted as a special subsidy to cotton growers 
or as a subsidy for export of cotton, wheat, lard 
and butter. 


The Treasury’s tax experts express the opinion 
that the most business can expect is some change 
in the method, or the incidence, of Federa] taxa- 
tion, but no reduction in total taxation. 


President Roosevelt told newspapermen on 
Marcn 14 that his study of the corporation tax 
structure showed five different kinds of corpora- 
tion taxes, with about 90 per cent of the revenue 
coming from the graduated corporation income 
tax. He said that consideration was being given 
to consolidating all of these taxes into one tax. 

But it is at this point that the troubles of Con- 
gress promise to begin. 

About 90 per cent of this country’s corporations 
have incomes of less than $25,000 a year. These 
corporations now are excluded from the undis- 
tributed profits tax and bear an income tax rang- 
ing from 12% to 16 per cent. 

About 10 per cent of the country’s corporations 
have incomes of more than $25,000 a year and 
these 24,000 corporations earn 90 per cent of the 
corporation income. They are subject to a small 
undistributed profits tax and to an income tax 
ranging up to 19 per cent. 


Bigger Corporations 
May Feel Higher Rates 


It is from these 24,000 corporations that much 
of the complaint about existing income taxes 
arises. But Congress is inclined to hesitate about 
making any changes that would increase the 
taxes on 240,000 small corporations to relieve in 
any way the 24,000 larger corporations. Instead, 
the prospect as outlined at this time calls for 
small change in the tax on corporations earning 
less than $25,000 a year, but for an increase in 
the tax on large corporations ranging up to 22 
per cent, instead of the present 19 per cent. This 
increase would offset the effect of elimination of 
the undistributed profits tax and the capital 
Stock and excess profits taxes, which now are of 
concern to the larger corporations. 


Pay-roll taxes, viewed critically by the New 
Deal group of tax experts, are reported by Treas- 
ury officials to be accepted with few objections 
by the larger taxpayers and not to be under great 
pressure for change. The New Dealers think 
that Congress should be interested in shifting 
more of the tax burden from pay-rolls and com- 
modities to corporation incomes. 
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Angling for Latin Trade ... Foreign Loan Troubles... 


Two ldeas 


on Tax Revision... The RFC’s Cotton 


State Department planners are * 


working overtime to figure out 
moves that this country can make 
to attract the trade and the 
friendship of Latin American 
nations, This country’s vast gold 
supply is figuring in latest cal- 
culations. 


Brazilians were far from pleased 
over insistence that trade credits 
now to be advanced by this 
country be cleared through the 
Export-Import Bank. The rub 


is, according to complaints by. 


negotiators, that Export-Import 
bank officials insist on knowing 
exactly where the money is to 
come from to service new loans. 


Henry Wallace, as Secretary of 
Agriculture, is getting an oppor- 
tunity to chuckle over the pre- 
dicament in which Jesse Jones, 
RFC chairman, finds himself 
with 11,500,000 bales of cotton 
on his hands. Mr. Jones insist- 
ed on keeping the Commodity 
Credit Corporation in the RFC 
instead of letting it be affiliated 
with the Department of Agri- 
culture, thereby getting title to 
the Government's biggest pres- 
ent financial embarrassment. 
xk * 


Henry Morgenthau, as Secretary 
of the Treasury, intends to insist 
that all future deals involving 
advances by this Government to 
foreign governments be cleared 


through Congress, so that there 
can be fewer kickbacks if the 
loans go sour, 

x * 


Harry Hopkins’ one-time bud- 
dies in the inner White House 
circle are jibing at him for his 
new Big Business associations. 
In response, the Secretary of 
Commerce is reminding his 
critics that they aren't so long 
out of big business themselves 
and may soon be renewing old 
associations. 


The White House group, if 
word seeping out is correct, 
took offense at the enthusiastic 
way in which the Under Secre- 
tary of the Treasury, John 
Hanes, took up the idea of whole- 
sale changes in income taxes to 
ease the path of rich corpora- 
tions and rich individual tax- 
payers. Out of that situation 
came a counter-offensive de- 
signed to give pause to the 
Treasury tax revisers. 

This Government is stopping 
the sale by American owners of 
old merchant vessels, fearful 


that these vessels will fall into- 


the hands of totalitarian powers 
to. augment their naval strength. 


Expect more joint action by the 
United States and Great Britain 
in the Far East. Both govern- 
ments are working hand in glove 


on a policy to meet Japanese ex- 


pansion in that area, 
x 


Governmental research workers 
who have been working in co- 
operation with the War Depart- 
ment to develop a satisfactory 
program for acquiring and de- 
veloping supplies of minerals 
and materials necessary for na- 
tional defense in which this 
country is deficient, privately 
are extremely critical of the 
progress made along this line. 
Contention of the critics is that 
the Jessons of the World War 
should have led to much greater 
development of resources in 
which America is deficient. 


x 


Odds are held to be against en- 
actment of major railroad legis- 
lation at this session. Principal 
barrier is the difficulty of recon- 
ciling different viewpoints as to 
what should be done. 


xk 


The Department of Agriculture 
already is feeling the effects of 
Germany’s absorption of Czecho- 
slovakia. Formerly Czech textile 
factories bought about 17 million 
dollars’ worth of American cot- 
ton annually and now the Ger- 
man barter system may switch 
those orders to Brazil. Increased 
pressure from cotton farmers 


for a barter agreement with. 


Germany has been the immediate 
result. 


There will be some sort of agree- 
ment between the AFL and the 
CIO. Reason: Leaders of both 
factions of labor are genuinely 
afraid that President Roosevelt 
may appeal over their heads to 
the rank and file of union mem- 
bers. 
x * 

Senator Borah, of Idaho, may 
resign from the Temporary Na- 
tional Economic Committee be- 
cause of a belief that much of its 


work to date has been superflu- | 


ous. Senator Lodge, of Massa- 
chusetts, is mentioned at the 
Capitol as a possible successor 
if the resignation is submitted. 
Failure of Senator Borah to at- 
tend most hearings has meant 


that the Republican Senators- 


lacked representation. 
* 


‘The Department of State is re- 


ceiving numerous requests for 
help in getting friends and rela- 
tives into this country from: what 
was Czechoslovakia. Inquirers 
are being told that little, if any- 
thing, cau be done until the sit- 


uation clarifies. 


A new line of attack on the “mo- 
nopoly” problem is being con- 
sidered by Congressional mem- 
bers of the Temporary National 
Economic Committee. Insiders 
would not be surprised to find 
the viewpoint of industry on the 
fundamental issues being pre- 
sented earlier than had been 
planned. 


—Harris & Ewing 
TAX “APPEASEMENT” 
Under Secretary of Treasury John W. Hanes is 
receiving a large part of the credit for the Ad. 
ministration’s new move to revise the taxes which 
industry feels are a deterrent to recovery. 
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MONEY TINKERING 
IN THE SPOTLIGHT 


More plans for dollar tinkering. 


Money and prices. A Reserve Board 
analysis. 
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A WEDDING ANNIVERSARY ON ST. PATRICK'S DAY... 
NEUTRALITY, WPA, BASEBALL AND SPRING TRAVELS 


URE and it was the folnest sight this side of 


Killarney— 

To Franklin Delano Roosevelt St. Patrick’s 
Day could mean only one thing—the wearin’ o’ 
the green—and just because his family line 
stems from the Netherlands was no reason to 
deny himself the customary touch of color. 

When newspaper men walked in on him last 
Friday morning, there he sat at his desk with a 
smile as broad as Eire (Erin, it used to be). 
His suit was a green tweed. His lapel sported 
a green sprig of shamrock. His tie was green. 
And on his desk there perched a bowl of sham- 
rock, a clay pipe and a vase of green carnations, 

The top o’ the mornin’ to you—was his greet- 
ing to the press. His cordiality, however, was 
a bit dampened when he discovered on closer 
inspection that green was the only color not in 
evidence among the members of the press. 


The day had yet an- 
A Phone Talk other significance for the 


On Anniversary Chief Executive. It was 


: his 34th wedding anni- 
Of His Wedding versary. Unfortunately, 


the First Lady was somewhere in Texas on a 
lecture tour and the celebration had to be con- 
fined to a telephonic exchange later in the day. 

His exchanges of conversation during most 
of the week, with members of his official family, 
had little if any of the gaiety reserved for the 
feast day of Hire’s patron saint. 

By cable and radio the thunder of marching 
feet in Central Europe reverberated against the 
sunshine-flecked walls of his study. Constant 
consultation with his diplomatic advisers re- 
sulted in a sanctioned State Department an- 
nouncement which minced no words about how 
the Administration viewed the newest Nazi 
coup. 

It may have been his voice, or the shadow of 
the headlines which seemed to hover over the 
assemblage, but when the President declared 
that the United States needed new neutrality 
legislation, there was little doubt that the in- 
ternational developments of the week had 
caused him many a thinking hour. 

Extreme significance was attached also to his 
declaration that he favored putting the $5,000,- 
000 Guam harbor development project into the 
rivers and harbors bill. | 

Added to his concern over the hour-by-hour 
changes in the European map was his insist- 


—Harris & Ewing 
SPRING MADNESS 
Quirks in the weather which sent blankets of 
snow and sleet over many sections of the country 
also sent the White House gardeners out into the 
sunshine to start their spring song to the tune 
of lawn mowers. 


ence that millions of needy men and women 
will be pruned frém the WPA rolls unless Con- 
gress makes available that controversial sum of 
$150,000,000. Not only will the needy suffer, 
but, in his message to Congress, the President 
pointed out it was his belief that “merchants 
end landlords” would sufter as well as unem- 


ployed persons left without means of subsist- 
ence, 


Since the “Synonym 
and Paraphrase” commit- 
tee, drafted from the 
ranks of White House 
correspondents, failed to 
dig up any more publicly suitable phrase. than 


New Efforts 
To Stimulate 


Business Rise 


“business appeasement,” the issue remains 


just where it was a week ago. 

But along the lines of easing business’ bur- 
dens the President revealed at the end of the 
week that the problem of tax revisions is still 
in the discussion stage, that not until Treasury 
officials had more complete knowledge of the 


~ March 15 returns would they be able to formu- 


late their policy; and as things stand now the 


discussions center around the corporation tax 
structure—nothing else. 

The goings and comings of farm program of- 
ficials at the White House during the week led 
to the observation by the President that in its 
consideration of the problem the Administra- 
tion was trying to find some solution which 
wouldn’t at the same time bankrupt the Treas- 
ury. “Are we that close to bankruptcy?” 
quipped one reporter. The President’s sally— 
What paper do you work for? 


Directly ahead lies another of those typically 


strenuous Rooseveltian itineraries. Commenc- 


ing March 29 with a trip to Warm Springs, the 
President will be shuttling in and out of Wash- 
ington, here and there about the country, mak- 
ing speeches, dedicating memorials, receiving 
visiting royalty, casting a critical eye over the 
World's Fair, with a possible trip to the Pacific 
Coast for the Golden Gate Exposition. 


This is the tentative 
schedule which will raise 
considerably his record 


The Schedule 
Of Travels and 


Royal Visits 


March 29: To Warm Springs. Mostly vaca- 
tion. Also a dedication of new school and hos- 
pital. Possibility of speech at Tuskegee. Re- 
turn to Washington April 10. 

April 15: Chief target for satire at annual 
Gridiron Club dinner. 

April 17: Heaves first baseball of the Ameri- 
can League season. 

April 28: To Hyde Park. Receives Crown 
Prince and Crown Princess of Norway. 

April 30: Opens World Fair in New York. 
Back to Hyde Park to receive Crown Prince 
and Crown Princess of Denmark. 

May 1: Dedicates post office at Rhinebeck, 
N. Y. 

May 5: Back to Capital to receive President 
Somoza of Nicaragua. 

May 7: Receives President de Valera of Eire 
at White House. 


June 8: Welcomes King and Queen of Eng- 


land to White House. Receives them later at 
Hyde Park. 


Should he accept the invitation to address 
the Chamber of Commerce of the United States 
on May 4, it will be the first time in five years 
he will have, spoken to the business leaders. 

DEREK Fox. 


of travel since taking 


Lge American dollar is the sudden object of 
renewed interest and attention. 

President Roosevelt is letting Congress know 
that he wants to retain authority to print 3 bil- 
lion of those dollars, as a “club” to be used in 
case borrowing should become difficult. 

Henry Wallace, Secretary of Agriculture, told 
the Senate Banking and Currency Committee on 
March 16 that President Roosevelt should be giv- 
en continued power to clip more gold from the 
dollar’s content so “this country can be preparea 
for an armed conflict between currencies.” 

Important members of Congress are polishing 
up various plans to make dollars more plentifu! 
and to relieve the Government of the need for 
borrowing dollars to use in paying bills, 


Reserve Board Opposes 
Price Control Plans 


It is this latter type of activity that caused the 
Federal Reserve Board on March 6. to issue a for- 
mal statement of its attitude toward plansin Con- 
gress for a law that would require the Reserve 
Board to control prices by regulating the amount 
and cost of money. The Reserve Board strongly 
opposed these plans, giving the following as its 
reasons: 

1, Recent experience shows that prices are 
not controlled by the amount or cost of money. 

From 1929 through 1938 there was an increase 
of 60 per cent in the volume of currency while 
there was a decrease of 20 per cent in prices. 
But more than nine-tenths of the country’s bills 
are paid by check; and accounts subject to check 
in 1929 totalled 23 billions against 26 billions at 
the end of 1938. Thus the volume of money and 
the price level bore no relationship. 

Neither do prices depend on the cost of money. 
In 1929 discount rates were 414 to 6 per cent and 
in 1938 they were 1 to 142 per cent. Yet prices 
were lower. 

2. The Federal Reserve System does not and 
cannot have complete control over the amount 
of money and its use. 

Reserves of this country’s banks have in- 
creased from 2.7 billion dollars in December, 
1933, to 9 billions in January, 1939, but the Re- 
serve Board cannot make commercial banks usé 
these reserves and it cannot make people bor- 
row, nor can it force the public to spend the 
deposits that result when banks do make loans 
and investments. 


Price Relationships 
The Fundamental Factor 


3. Even if the Reserve System could determine 
the amount of money, experience shows that 
steady prices would not necessarily mean pros- 
perity. 

Steady prices prevailed from 1921 to 1929 while 
a speculative situation developed that led to the 
1929 collapse. During this period billions of dol- 
lars in unsound loans were made at home and 
abroad. To require the Board to guide its ac- 
tions by the price level would prevent its suc- 
cessful functioning. 

4. The relationship between groups of prices 'S 
more important than the average of prices. , 

At present, with the average of all wholesa-¢ 
prices at 77 per cent of the 1926 level, prices of 
farm products are only 67 per cent of that levée. 
while industrial commodities are at 80 per cen’. 
Price disparities cannot be corrected by moné- 
tary action alone. 

Those four factors were advanced by the Re- 
serve Board as reasons for opposing plans 1 
gain recovery by attempting to control the price 
level by controlling the volume of dollars. — 

“In order to maintain a lasting prosperi\y 
the Board concluded, “many. other agencies " 
Government, as well as many groups in the ee'* 
eral public, must cooperate, since policies 
respect to taxation, expenditure, lending, fore!s” 
trade, agriculture and labor all influence bus! 
ness conditions.” 

The White House makes it clear that President 


_ Roosevelt wants to retain power to print money 


and to devalue the dollar, not as recovery ane 
sures, but.as weapons to use if foreign actions ° 


domestic opposition should force action. em 
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IN NATIONAL AFFAIRS 


[Continued From Page 1.] 


American republics and when the 
President requested an emer- 
gency appropriation of $14,700,- 
900 to start a two-year project 
to bolster Panama Canal fortifi- 


cations. 


The WPA relief fund contro- 
versy entered a new stage during 
the week when Mr. Roosevelt 
sent a second request to Con- 
gress for restoration of the 150 
million dollars Congress cut 
from his original estimate. Un- 
less the additional money is ap- 
propriated, the President said, 
WPA may have to reduce its 
number of workers nearly one- 


half by July 1. 


Another controversial issue 
was set aside when Secretary of 
Treasury Morgenthau announced 
“the Administration will 
not ask Congress to raise the 
public debt limit at this session” 
but will ask only for an increase 
in the present 30-billion-dollar 


that 


limitation on Treasury bonds. 


Still 


Social Security Board. 


While the Treasury counted 
up March 15 income tax returns, 
between Congres- 
sional and Administration lead- 
ers continued on plans to elimi- 
nate taxes. which are especially 
deterrent to business recovery. 
The President announced that 
the changes will not be permit- 


conferences 


another Administration 
program was blocked when the 
House Ways and Means Com- 
mittee voted unanimously 
against bringing farm workers, 
domestics and employes of relig- 
ious, charitable and non-profit in- 
stitutions within the social se- 
curity old-age annuity system, as 
had been recommended by the 


ted to lower total revenues. 


On another front—the rela- 
tions between the SEC and the 
stock exchanges — developments 
were less favorable for “appease- 
ment’ than in the preceding 


week, 


A proposal for amendments to 
the acts regulating security 
trading submitted by representa- 
tives of 16 national security ex- 
changes was rejected by the SEC 
on the ground that the changes 
would deter rather than promote 


recovery. 


Attorney General Murphy in- 
dicated during the week that the 
Justice Department may take 
steps to clarify anti-trust policy 
to eliminate needless friction 
with business and may organize 
an advisory group representing 


| TWO statements by Adolf Hitler, + 


| 


written twelve years ago for all 


| to read in “Mein Kampf,” today are | 


_agency . 


being read and re-read by the 


| world’s rulers. 


Hitler, then an obscure revolution- 


wrote: 


“No nation on earth holds a square 
yard of territory by any right de- 
rived from Heaven. Frontiers are 
made and altered only by human 
. Strength alone consti- 


A timetable of conquest. 
The start of an empire. 
What Hitler’s latest moves 
mean for the world. A run- 
away economic machine. 


tutes the right to possess.” 

Also, Hitler wrote: 

“The right to land can become a 
duty when a great people seems des- 
tined for destruction unless it ob- 
tains increased territory. . We 
shall call a halt to the eternal Ger- 
man drive toward the south and 
west of Europe, and turn our eyes to- 
ward land in the east. . . When 
we speak of new lands in Europe to- 
day, however, we can only think first 
oi Russia and border states subject 
to it. Fate itself seems to beckon us 
here.” 


On March 16, Hitler, as ruler of 
Germany, proclaimed Bohemia and 
Moravia and Slovakia as the first 
subject colonies of the new German 
Empire. Czechoslovakia, on the road 


east, except for its eastern tip, was | 


gobbled up in one swift bite by the 
army of an expanding Germany. 

In the White House, in the State 
Department, in the chancellories of 
Europe, the highest officials at the 
week end were pondering questions 
like these: 

What is Hitler’s next move? Will 
Memel and Danzig and the Polish 
Corridor be absorbed? Or is a sec- 
ond coiony of an expanding empire 
to be found in Hungary or Yugo- 
slavia or Rumania? Did the Ger- 


man dictator speak in disparaging + 


terms of Switzerland? Is Denmark 
really scratched off his list? What 


basis is there for the story of deep 
German interest in the rich Dutch 


colonies? Or is the next move to be | 


| reserved for Mussolini in the Medi- 


terranean? 

The sudden end to Czechoslovakia 
caught all the diplomats of the world 
off guard. 

Eyes in Washington, London, Paris 
—even Rome—were turned to the 
Mediterranean and the ambitions of 
Mussolini. All were waiting for a 
wind-up of the tragedy in Spain for 
Italy to make her demands and to 
precipitate the next crisis. With the 
world off guard, Hitler, not Musso- 
lini, acted. 

Bohemia, Moravia and Slovakia 
became a colony within Germany. 
Ruthenia was absorbed by Hungary, 
after fighting. Guarantees of the 
territorial integrity of Czechoslova- 
kia, reached at Munich, in Septem- 
ber, 1938, were violated by the Ger- 
mans on the ground of “self-preser- 
vation.” 

What next? 

Neville Chamberlain, Prime Minis- 
ter of Great Britain, in a speech on 
March 17, at Birmingham, accepted 
the end of “appeasement” and hint- 
ed that trouble might be the result 
of further aggressions. 

“What reliance can we place on as- 
surances that come. from Hitler in 
the future in view of what has hap- 
pened to his past pledges?” the 
Prime Minister asked. He said that 
for past actions the Germans might 
have pledged some justification. 


“We ourselves will turn first to 
our partners in the British common- 
wealth of nations—and to France, to 
whom we are so closely bound. And 
I have no doubt that others, too, 
knowing we are not disinterested in 
what goes on in Southeast Europe, 
will wish to have our counsel and ad- 
vice.” 

Did this mean that Great Britain 
might be turning toward a renewal 
of close relations with Russia? Were 
the British and French preparing to 
meet new aggressions with a show- 
down of force? Could they use force 
so long as Germany moved East? 


i. 


_ A NEW U.S. POLICY , 
AS EUROPE SEETHES 


PURRED by the crash of frontiers 4 


Jin Europe, America’s effort, to 
strengthen its defense and define a 
foreign policy is making rapid for- 


| ward strides. 


Proposals are 


“oress that would 
permit this 
country to play 
larger part in 
arming Latin 
America. Fin- 
‘ishing touches 
are being ap- 
plied to the 
President’s 
emergency de- 
fense 
In addition, Administration leaders 
press for an overhaul of neutrality 
laws to meet what is regarded as a 


Secretary Woodring 


Various governmental agencies to threat from expanding German 
advise business on the anti-trust power. 
laws. The outline of the foreign policy 
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program. | 


+ favored by the President, as revealed 


by his recent actions, is this: 


The United States should denounce 
acts of aggression wherever they may 
occur and aid law-abiding nations 
by selling them arms if they pay 
cash. In addition, solidarity of the 
Western Hemisphere should be 
strengthened by permitting the 
United States Government to build 
naval vessels and other armament 
for smaller nations in this part of 
the world. | 

In the field of legislation, the Pres- 
ident believes he should have a free 
hand in case of war abroad to deny 
supplies to aggressors anc sell them 


| to nations that are the victims of 


aggression. Check reins on the 
power to conduct foreign relations, 
such as the recently proposed war 
referendum, are opposed by the 


White House. | 


The measure that would allow the 
United States to build up the de- 
fenses of Latin American nations is 
a joint resolution introduced in the 
Senate and House of Representa- 
tives by Senator Pittman (Dem.), of 
Navada, chairman of the Senate 
Committee on Foreign Relatiors, and 
Representative Bloom (Dem.), of New 
York, acting chairman of the House 


Committee on Foreign Affairs. 


The resolution would permit the 
Secretary of War to sell coast-de- 
fense and anti-aircraft artillery and 
ammunition and to build and sell 
warships, armament and equipment 
to nations in Latin America. There 
would be a proviso that the purchas- 
ers keep military information secret 
for one year. 

As another step in tightening de- 
fense of this hemisphere, Secretary 
of War Woodring advocates construc- 
tion of an additicnal set of locks at 
the Panama Canal, at a total cost of 
276 million dollars. In addition, the 
War Department urges that Con- 
gress authorize 100 million dollars 
for war reserve supplies of strategic 
materials in which the United States 
is deficient. Ten million dollars of 
the total would be spent this year. 


Broader lines of policy to be fol- 


lowed by the United States appear 


in statements issued by Acting Sec- 
retary of State. Welles and Senator 
Pittman after German obliteration of 
Czechoslovaia. Secretary Welles cas- 
tigated the German action as law- 
less, while Senator Pittman declared: 
“It is evident to me that, in acting 
for our own defense in the most seri- 
ous situation that ever faced us, we 
must not delay in preparations for 
potential political and physical ag- 
tion.” 


HITLER'S NEXT STEP 


—Wide World 


AN IRONIC “ANNIVERSARY” 


| pack a year after this Government, through its Secretary of State 

Cordell Hull (right), and Czechoslovakia, through its Minister 

Viadimir Hurban (left), signed a reciprocal trade agreement, the 

last vestiges of the war-created republic vanished under the heels 
of a Nazi “protectorate.” 


But, ask the specialists of this ¢ ously—would only aggravate inter- 


Government who are in- 
formed on German affairs, can Hit- 
ler now stop moving even if he wants 
to? Is Germany caught in a run- 
away economic machine that cannot 
be checked short of war? 


The present Hitler dilemma is de- 
scribed as highly unusual. 


That dilemma grows from the fact 


that Germany must sell more and | 
more of her manufactured products | 


abroad in order that she can obtain 


foreign exchange with which to buy | 


many of the raw materials that are 
essential to sustain her vast arma- 
ment building program and that are 


needed to feed and clothe the popu- | 


lation. 

Yet Germany’s industry is operat- 
ing at capacity, with every available 
worker employed, with almost every 
item of material rationed, with 
priority of orders maintained by in- 
dustrial dictators. The result is that 


any increase in the production of. 


goods for export must come either 
from a lowered standard of living for 
the German people or from*some re- 
duction in the rate of arms produc- 
tion. 

To cut the standard of Wing of 
the German people a standard that 


nal strains that are appearing. Yet 
to reduce the rate of armament ata 
time when Great Britain and France 
and the United States are stepping 


IN EMPIRE BUILDING: 
WHY GERMANY MUST CONTINUE CAREER OF CONQUEST 


_ gold stock was $92,500,000. 


In: addi- 


tion was an undisclosed amount of 
| foreign exchange, and an important 


total of foreign investments that 


could be liquidated to obtain foreign 


exchange. 


Here was the windfal! of 


most vital need to a Germany 


_ Starved for the facilities with which 
_ to pay for needed raw materials. A 


| disbanding 


large labor supply, made available by 
the Czech army and 
mobilizing the unemployed, 
sented another vitally needed wind- 
fall for a German industry said to be 
in need of a million more men. The 
Skoda armament works, chemical! 


| plants and arms for a million men 


| 


$165,000,000 


were other prizes. 

By one stroke, Hitler regained an 
arms advantage that he was about 
to lose to the British and French and 
Americans. 


The Disadvantages 
Of the Conquest 


Along with his other acquisitions 
went a Czech ‘debt that included 
owed to Americans. 


| Service on that debt is uncertain. 


up their armament might be to lose | 


the initiative in world affairs. 

Just before he struck on March 13, 
Hitler’s problem was acute. The ex- 
change that he acquired with the 
conquest of Austria had been used 
up. Difficulty was being met in fill- 


On the debit side of the conquest 
ledger, Hitler could record the fol- 
lowing: 

First, the prospect of a serious loss 
of markets for Czech products, in- 
cluding shoes, within the United 


| States. For a nation that must either 


ing existing export orders. The mar- | 


kets in America for Austrian and Su- 
detenland manufactures had con- 
tracted. 
lions of mouths to feed with import- 
ed food stuffs. 

Hitler appeared to be caught, and 
France and England talked hope- 
fully of peace. 


Those’ conquests left mil- | ventures once the exchange reserves 


of the new territory are used up. 


| 


| 


The start of the new German Em- | 


pire followed. 


| 


What remained of Czechoslovakia | 


possessed a banking system with 
cold and foreign exchange. It pos- 
sessed the world’s most famous arm- 
ament works. It contained hundreds 
of thousands of idle workers. It con- 
tained large agricultural areas. 
contained some timber lands, some 
coal lands. It contained an immense 
store of war materials, including 
1,400 first-line planes. 


It 


| 


“export or die” that prospect of mar- 
ket loss assumes admitted impor- 
tance, 


Second, the prospect of a popula- 
tion problem with millions of dissi: 
dent people now to be ruled. 


Third, the assured need of new ad- 


Officials here emphasize the speed 
with which the German economic 
machine is operating and the strain 
that now bears down upon it. 


The best information this Govern- 
ment has is that approximately 50 
per cent of the national income of 
Germany is passing through the 
hands of the government at this 
time. In terms that Americans can 
understand, this would be compar- 
able to a Federal Government budget 
here of 35 billion dollars, instead of 
the present nine billions. | 


Furthermore, of the money that is 


repre- | 


» # On February 15 the Czechoslovakian ¢ government of Germany, more than 
_ three out of five marks is being used 


‘for arms building and to support the 
army and navy. This would be the 
Same as a 21-billion-dollar armament 
bill in the United States in place of 
the present bill of one and one-half 
billions. 

Immense resources in the form of 
raw material and man power are re- 
quired to keep this German machine 
in operation. at its present speed. 

Iron ore, timber, oil, grain lands, 
fats, fibers, copper—nearly every- 
thing basic—are called for in as- 
cending quantities. Many of those 

commodities are found in the lands 

‘to the east of Germany. It is in the 
light of that fact that the highest 
officials of this Government are 
reading Hitler’s writings and looking 
to the future. 


A TOWER OF STRENGTH 
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Banking for 
Industry 


BANKERS TRUST 
COMPANY 


NEW YORK 


Member of the Federal Deposit Insurance Corporation 


already has been’ pressed down seri- 


passing through the hands of the 
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PRICES NOW START 
AMERICA'S LOWEST 


THESE GOOD THINGS CAN BE 


IN EVERY POPULAR PRICE CLASS, EVEN 
_ THE LOWEST, HUDSON GIVES YOU: 


} MORE ROOM all around, for both pas- 
zB sengers and luggage, than any other 
% popular priced cars—with 55 inches of 
front seat comfort for three. 


WORLD’S SAFEST STOPPING with Pat- 
ented Double-Safe Hydraulics —finest 
Bendix Hydraulics with mechanical 
emergency brake working automati- 
cally from the same foot pedal. Easiest 
acting hagd brake for parking. 


like it. 


economy. 


EXTRA PROTECTION from Auto-Poise 
Control (patent applied for)—helps 
keep wheels straight even when a tire 
blows. No other car has anything 


UNMATCHED COMFORT with seat cush- 
ions of Airfoam—a new material of 
wonderful softness. Standard in some 
models; available all. 

TOP HORSEPOWER per pound of car 
weight (and smoothest power), giving 
finest performance with remarkable 


can raise the hood. 


slight extra cost. 


Car shown is new Hudson Six Touring Sedan, $854* 


EASIER SHIFTING with new mechanical 
Handy Shift at steering wheel; front 
floor clear of gear and brake levers. 
Standard in all passenger models 
except lowest priced Traveler Coupe. 
ADDED SAFETY with new Dash-Locking 
Safety Hood—wind can’t blow it open; 
and when your car is locked nobody 


Weather-Master Fresh Air and Heat 
Control available in all models at 


Make sure that you get more for your money by driving a Hudson before you decide on any 1939 car! 


* delivered ia 
Detroit, equip- 
ped to drive; in- 
cluding Federal 
taxes, notinclud- 
ing state and 
local taxes, if 
any. Low time 
payment terms, 
with new Hud- 
son-C.1.T. Plan. 
Prices subject to 
change without 
notice. 
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Sacrificial Offering? 
Cartoonist Herblock for NEA 


FINDBNCIAL 
fm, COMMERCIAL 


PACT 


a 


The Seat of Operations | 


Cartoonist Loring for Providence Evening Bulletin 


‘properly required to make these contributions 


_men, and to create a situation in which private 


REVISING TAXES: | 
HOW EDITORS 
VIEW ISSUE 


that the hampering taxes 
about which business has been complaining 
will be materially modified is found by 55 per 
cent of commenting newspapers, on the basis 
of recent discussions of taxation. 
Against this view is the stand of 45 per cent 
of the press that the industrial field has been 


to the expenses of Government. 
Much of this discussion centers about esti- 


mates of what Congress and the Administra- 


tion are likely to do to relieve business burdens. | 


“The Treasury,” states the New York Times 
(Dem.), “is understood to be giving considera- 
tion to a plan which would abandon the capital 
stock tax and the excess 
profits tax on corpora- 
To Investors as tions, as well as what re- 

mains of the undistrib- 
Goal of Plans uted profits tax, and then 
substitute for these three levies a single tax on 
net corporate income. 

“Considering the present state of the national 
budget, it would probably be necessary to fix 
the rate of this single tax at a high enough 
level to recapture most or all of the revenue 
that would be lost through abandonment of the 
existing levies. 

“But the important point is that the Treasury 
is trying to meet the criticism which has been 
directed against these levies by many business 


Encouragement 


capital will be encouraged to make the new in- 
vestments which are indispensable to recovery.” 


~ 


? 


Cartoonist Talburt for Scripps-Howard Newspapers 


A business man is quoted by the Boston 
Transcript (Rep.) as saying that “if there 
should be a modification of legislation to give 
capital a sporting chance, many chronic prob- 
lems will be on the way to solution.” The 
Transcript adds: “In the meantime, the fact that 
tax revision is being weighed by the Adminis- 
tration is reflected in the more bracing and 
hopeful tone of our financial markets.” 


“Complete repeal of 
Repeal of Fax the capital gains tax,” 


On Capital Gains declares the Cincinnati 


Times-Star (Rep.), 
Is Advocated “would do much to re- 


store incentive to enterprise, The tax dates back 
to Republican administrations, and was enact- 
ed against the protest of Andrew Mellon. He 
may not have been, as he was called, ‘the great- 
est Secretary of the Treasury since Alexander 
Hamilton,’ but he shared Hamilton’s strong 
sense.” 

“The-whole country ought to understand by 
this time,” concludes the Kalamazoo Gazette 
(Ind.), “that anything which impairs business 
confidence is bound to be a real barrier to re- 
covery. We have tried all sorts of experiments 
in recent years without giving nearly enough 
consideration to their effects on business. 

“Business has managed to adjust itself to the 
demands of many of these experiments, but its 
powers of adjustment are not unlimited. When 
governmental restrictions and irritants are piled 
on too thickly the results cannot fail to be 
harmful.” 

“Business does not look for taxes to be less,” 
states the Flint (Mich.) Journal (Ind.), “as long } | 
as the spending program continues at its pres- , 9 \\ i ‘ 
ent rate and deficits are piling up, but it does 
anticipate that the tax structure will be simpli- AVA 
fied and reorganized to apply without as_ many 
ill effects to business expansion.” 


: 


= 


ate 


Little Ray/of Sunshine 


Cartoonist Morris in Oswego Palladium-Times 


Mwo-THIRDS of the comment- ¢ that.” The Gazette explains that 

ing press is convinced that the when persons “are put on the Fed- i: 
demand made by President Roose- eral rolls, they are added to the t i 
velt that Congress restore $150,- relief load of local communities.” ) 
000,00 it cut from the WPA ap- The Rock Island Argus (Ind.) 
propriation should not be granted. finds that “prospects for real 
In the opinion of one-third of economy during the present ses- 
these newspapers, the President is sion of Congress do not grow 
justified in his attitude on relief, bright.” That paper concludes 
and the needs of the public require “a real retrenchment pro- 


that “a 
the added millions. gram would require some reduc- 
It is argued by the Baltimore 


tion in Government salaries or in 
Sun (Dem.) that the nation is 


Government personnel.” 

. The conclusion of the New 
York Herald Tribune (Rep.) is 
that “unemployment relief should 
be accepted as a unified, long- | 
term problem to be met by per- | 
manent machinery, properly in- | 
tegrating all the diverse expedi- 
ents now in operation.” 

The Herald Tribune adds that 
“it has become a business far too 
big to be left to a hit-or-miss 
patchwork. of emergency poli- | 
cies, 


“doing far more for victims of 
adversity at this time than ever 
before, although business is im- 
proving and private employment 
is on the upgrade.” 


Attacking the position of Sena- 
tors Byrd and Harrison, “that 
economy ought to begin with re- 
lief,” the Worcester Gazette 


(Ind.) contends that “the coun- 
try at large will be reluctant to 
any 


indorse such doctrine as 


“Fine Words Butter no Parsnips” 
Cagtoenist Halladay for Providence Journal 


+ Surplus Foods for Needy + 


ECRETARY WALLACE'S * deemed unworkable since it was 
proposal tor dealing with sur- 

plus farm products by making 
them available to the needy under 
a new, experimental program is 
disapproved by the majority of 
commenting newspapers. 

The object is to supply addi- 
tional food for those on relief by | 
subsidizing sales of surplus foods 
to them, and part of the press is 
convinced that the scheme would 
open the way to extensive boot- 
legging. 

“For the present,” suggests the 
Illinois State Journal (Ind.) “it 
will be another Administration 
trial balloon. Should those on re- 
lief be willing to accept the plan, 
it could be extended to include all 
surplus products of farms and 
factories. What it would cost no. 
one can now say.” 

“The two-price plan,” it is 
pointed out by the Hartford Times | 
(Dem.), “has generally | 


broached several weeks ago.” 

“It should be clear,” according 
to the New York Times (Dem.), 
“that unless the Government cre- 
ates an army of checkers, there 's 
likely to be a flourishing bootleg 
trade in the food stamps.” 

“The scheme will not solve the 
question of surpluses,” states tie 
Rock Island Argus (Ind.), “for an 
extra ten dollars monthly in the 
food budgets of those on relief 
will not be much more than 4 
drop in the granaries. 

“Some of the surpluses, how- 
ever, are already bcing bought by 
the Government, and distribution 
through stores will help to elimi 
nate some of the stagnation in 
trade caused by the fact that more 
than ten million people do not 
have jobs.” 

“It is doubtful,” comments the 
Manchester Union (Rep.), “if the 
plan could be policed effectively. 
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social calls the Capital’s hostesses Felicity, Ohio, is his birth site and 


Of Battle Over Relief Funds He likes birds as well as raising | After he reached his eighth’ birth- 
T ai . Stand by the offer (of Sept. 19) ee flowers, and his flock of racing | Gay, his parents trundled him off to 
GERMANY | relating to an international guar- JF Representative Cufton Alexan- pigeons has earned him a sizable rep- | 4 new home in Kansas. 
‘OUP in Czechoslovakia hits veces — co of the der Woodrum was “purged” last | utation in the Old Dominion. | When the Spanish-American War 
U.S. pocketbook. | His friends enjoy most of all going | began to splatter the front pages of 
The United States stands to lose by ccmncslniepaa sat | eyesight to detect any difference in | 4, an outing with him. Not only is the nation’s 
The Un ‘eet of No_ formal four-power treaty of | his appearance or actions. When he an excellent story-teller, but his | 

Germanys 1a guarantee ever was signed. Chairman Taylor of the House Ap- we | haber dipAabes i 

hoslovakia. steak a la Woodrum, broiled over an Helvering decid- Do Twa 

Czech Last week, questioned on the latest , ropriations Committee. in accord- 

ficial adding machines present v . oe ?, open fire, is guaranteed to make first : ed. to see some | PLEESE 
Omela partition of Czechoslovakia, Prime } ‘esident’s messave | . 
1] to Americans for the German a sigs ance with the Preside 8© | rate chefs green with envy. ‘ action. He did | 
sald: “That to Congress, introduced a bili to pro- has served his party well. But | 
wou gr ‘ingi | 4 & BOO" SOl- | 

( Sil postwar debt to the United | | 0) not be a ground for bringing — yige for the controversial $150,000,000 | though he may be called a loyal fol- | ra dier and by the | 

S ‘ps, $165,620,270 Suarantee. The pro- | additional WPA funds, he took over | jower of President Roosevelt and has | “Teddy” | 

*coech dollar bonds held in United posed guaran a Wee one against un- | the active chairmanship of the Ap | on many occasions defended his | 7 Saosevelt’s 

provoked aggression against Czecho- ‘ovriatt Subcommittee, thereby | 

states, $8,000,000. slovakia, and no such aggression has party's commander from snipers on | Rough Riders 

tyited States direct investments taben place | releasing Representative Woodrum the Hill, he refuses to compromise vot to the top of 
in Czechoslovakia, $5,000,000. , sé@¢ | from a post he has long occupied. his principles. And economy in Gov- = el Ron Suen fill 

United States exports to Czecho- | ¢ : Now it just | ernment is one of his principles. = , Helvering was BOSSY BALKED ON A BRIDGE 
slovakia (1938), ITALY | so happens, | ready. for his near Prince Frederick, Md., and a motorist lost the argu- 

The total bill comes to millio | Representative corporal’s chevrons. Those chevrons, | eds 
dollars, but not all can be considered ASCISTS hail German move as | Woodrum is Guy FP Helvering incidentally, Army officers will tell | aii piece ein pg “ ate 

‘ost. United States officials point out. boost for axis “e conomy- | you, didn’t come as easily in those 

the minded.” The As Revenue Commissioner, He into the stream below. With two horns, you'd think she 

Status yS as F : 

United States Government and of the Bay Maga gence Re aga significance of Collects Billions for Uncle Sam Beginning his career as a lawyer, might have blown at least one. 

Czecn dollar bonds is in as much Germany Pe a ine ates Sault the move was | IDNIGHT of March 15 came all | Mr. Helvering for a short time served | 

partnership agreement, and not long -a- too soon for millions of taxpay- | 48 a county attorney before taking 

000.000 to the United States. Ger- M amc “ ss Ree dawningon , TT I ‘dn’ his seat in the House of Representa- + + + MONOGRAMMED LICENSE PLATES h b 

sang ussolini has yet to collect his first | Sara ing citizens. It didn’t come soon | * | d sS have been 

many has noe a ve sine dividend from "ie icaaaaiaek | y Capitol Hill's enough for Guy T. Helvering. The | tives, where he voted yea and nay seen this year around New York State. Doctors have been 

the Austrian debt, hence Amer nimble minds. is an abbreviation for Tresillian, , 1913 to 1919. During that driving about labeled, appropriately enough, MD. There's 
~ials wonder if there will be any Germany has gained Austria, Su- | Representative However. the | he was a member of the House Ways ae 

official: détenland 4 nee | & The full name has been a synonym a series with the letters DA for the district attorneys. 

payment on the Czech debt. veniand and n Secnosiovaria.| Chiton A. Woodrum an. quick to! , SS for | and Means Committee and he had : y 

United States exports to Czecho- | Without war, while Italy has been Seecenet that tle Wieeinin Geer in the present Administration for | fo emall part ih the aiasing of the And JSC means that either a Justice of the Supreme 

“) Nail and products of American- | Waging a two-year war in Spain and ping a A > goat ca | Commissioner of Internal Revenue. | read laws of that period. Court, or his chauffeur, is behind the wheel. We assume, 

slo arms in Czechoslovakia are | as yet has nothing to show for its ive wou so | Mr. Helvering, by virtue of his job, _but with no degree of certainty, that ND would Signify a 

owne mn time to have a full House of Repre- robably has greater access to the During the presen Secretary ¢ ~ tii 

‘angered by the fact that death | trouble. | 7 ) | p y , bia : Nervous Driver, RH perhaps a Road Hog and what could 
endangered by -" ' trade The Itali —— ee sentatives as his audience instead of | pocketbooks of Americans than any- | War Woodring’s administration as CFS het Cor Ber Sale? 

of Czechoslovakia ends its in small group which makes up the else in Washington. A sensible: Governor of Kansas, Mr. Helvering mean but Car For Sale: 

agreement with the United State een So much of & drain on Fremier | appropriations subcommittee. "| ists j hat he has Was appointed to the Directorship of 

and puts its products under the anti- | Mussolini’s finances that his nation | | reason exists in the fact tha 1e as cake’ Wess. ‘Wann emniies | 

Nazi boycott. Under the Nazi has a consistently unfavorable trade And Representative Woodrum’s general supervision of all the inter- | St oe et bial calle + + + POWERED WITH A WASHING-MACHINE MOTOR, 

ited Voice is one that is exceedingly popu- nal revenue taxes assessed and col- Roosevelt first took office he ap- 
barter system, a drop in Unit balance with Germany which has | : | : ointed Mr. Helvering to his present a home-made mechanical racer is bringing in a lot of lollipop 

States orders for Czech goods | never been evened up by transfer of | lar—not only with those who look for _ lected throughout the United States Pp : ” money to two small boys in Wellington, Ohio, who rent it out 

ould automatically bring a drop in | gold or foreign exchange. | economy but also those who appre- | —and that goes for the territories post. to other small kids of the neighborhood. This scourge of the 
would sini for United States goods. There is more than one American | ciate a good song. This tall, hand- | and insular possessions also. He has figured in many Capital local sidewalks can hit it up as much as fifteen miles an hour. 

Czech ores ; ited hi he Itali bli- Some Virginian is as skillful in his Somehow it seems that for the rumors which would have made him It probably runs on soapsuds instead of gasoline, thus avoiding. 

Czech cotton orders in the Unite official who thinks the Italian obli- | | ? te i oi a ee : payment of motor fuel taxes. Does that break your heart 

States. totaling 17 million dollars | gation to Berlin may explain why | manner of putting a song across as greater part of his life, Mr. Helver- eligible fol this or that prominent SENATOR? ’ 

saab wnt may now go to Brazil on a | Italy has been so patient about col- | he is in ferreting out the intricacies | ing’s interests have centered, on position. Thé silence of Mr, Helver- 

lecting benefits from its~ northern ~ of parliamentary procedure. * money—whether it reposed ina bank ing was probably as good a way of 
- ‘aa we 175 million United | partner. | Since there are few members of | or in the United States Treasury. | scotching the rumors as any. * + * “WATCH YOUR STEP” will no doubt be a certain Chi- 

: ial sii may be gone beyond - OO _ cago man’s motto in the future. Sitting on a curb and waiting for a 
States dollar af cn amen i bus, he spied a man being helped into the rear entrance of a large 
| recall as the result 0 e vehicle nearby. Whereupon our friend ran after it and brandished his 
vasion. - bus transfer. He was permitted to get aboard the chariot, which let 
x w« him out at the last stop ...a police station! To make it more under- 
ty ot up on a charge of inebriation. Anyway, they . 
onore is transfer, 
ROOPS annex Carpathian + + JUVENILE TRAFFIC VIOLATORS are getting theirs 

T ongiey hard fighting ee these days. In Chester, Pa., youthful jaywalkers get tickets 
Ukraine after hard hg to teachers. And Miami *bluecoats pass 
, em out to young bike-riders for not observing the rules of the 
Hungarian conquest of Ruthenia road. The young Miamian scorchers, however d j 
‘ ~-with the sanction of Adol er— junior traffic court to tell it to the judge. As we look back into 
4 creates new conditions in Europe that the dim past, being a kid used to be fun! 
may have great effect on the course 
| of history. 

Hungary now has a common fron- ge 
tier with Poland, possible link in a ee 

“stop Hitler” corridor from the 

| Baltic to the Black Sea. German 

: troops, poised on the border of Slo- 

vakia. are now only sixty miles from fil 

the border of Rumania, separated 

{from King Carol’s oil and grain lands 

only by the comparatively weak . 

Hungarian garrisons in Carpathian i THE GREAT WALLENDAS 

Ukraine. In addition, Germany an 

Hungary now have a new common TRAILER TRIVIA 

frontier in a particularly explosive \ meitttons ate over tne world, Two prospectors passing through the Nevada town of Beoware 

part of Europe where the German looked back to find their trailer in flames. Not able to unhook 

principle of “self determination’ it, they saved their car by fast driving to outrun the conflagra- 

te overnment. s dese! s old stand under the spreading, etc., for a trailer 
4 ation for the Budapest g shop which takes him to where there is work to be done. Also 
“\ a a Purdue student, wishing to cut living expenses while attend- 
§ ing the University, has built hjmself a trailer as a one-man 
‘ FRANCE dormitory, Next thing we know some university may take to 
\LADIER wants to be dic- wheels, with the entire student body trailing behind. 
< ‘Difficulty of clinging sagem pie + + + WITH A MIGHTY SPLASH, the Cimarron in her trim 
= liberty in France in the face of t e coat of battleship gray was launched recently at a Chester, Pa. ship- 
= Chalenge presented by Germanys yard. Not an ordinary ship-launching, her debut was of a far-reaching 
> tightly controlled economy now significance. For the Cimarron is the first of twelve oil tankers to be 
= brings a demand by Premier Daladier built by the Standard Oil Company (N.J.) at the request of the U. S. 
for dictator powers until November |= = = “MF NR Maritime Commission. Three weeks after she took to thé water, 
S 1 next — keen-eyed Navy and Maritime official observers gave her a clean bill 
of health after exhaustive, rigorous tests. The Cimarron and her 

the Freneh eremier eleven sister ships, all with national-defense features and capable of 

m nh JUBE after Hitler too ze sie accompanying the Navy fleet train in time of national emergency, not 

sOvakia: “In order to assure the suc- only will out-speed ordinary. commercial tankers by six knots but will 
see cess of our country we must be able incorporate many additional features specially designed and installed 

'o make an effort equal to that of the for their use as auxiliaries to the Navy. The Government contributes 

eq 

lOtalitarians. It is my firm intention to the increased cost of equipping each tanker for her high speed and 

that Franee must become an im- defense characteristics. The Cimarron has already been taken over 

ent . by the Nav 

meénse workshop.” ( y 

Half-measures toward stricter na- O 
aS ional eontrol already taken in ¢ FAILING TO PRACTICE what they preached, four 

France have not been successful. drivers recentiy found theioselves in traffic trouble. One, a 

and natio rms indus- . ime in one year. e made a living teaching others how to 
ne) tries rave tale at France's de- The GREAT WALLENDAS the premier high eurve-artists of the world drive an auto! Another, from Trenton, N. J., drew regular wages 
Te Sirians | A painting white center-lines on highways, yet he was found guilty 

is : that tf of driving on the wrong side of the road! The other two, both 
et Yem.er Daladier’s hope is insurance men, drove forcibly together and ... vou guessed 
leg he NaS powers aS broad as those en- ae and the TOP Combination it... neither carried any insurance! So, all dogether now... 

Joyed by Adolf Hitler he may be able . ° “Tsk! Tsk!” 
the to beat the Nazis at their own game. for more smoking pleasure 1s “Ri, | 
the 7 £2 Chesterfield (the can’t-be-copied blend) Re + + + POLITICAL PULL must be unknown in Grand 
0 GREAT BRITAIN ees Forks, N. D. Being City Attorney made no difference to 
the ‘HAMBERLAIN Hitler’ | a motorist fined one dollar for parking overtime 
lief ( Says hesterfield’s pop- ate his lunch. It's all the more amazing when you consider 
- ‘ grab shocks world. he sun never sets on C © ; pop 5 with whom he was dining ... the Mayor, the State’s Attor- 

The record of British pledges to ularity because Chesterfield combines cee , ney and the Chief of Police! Our hat is off to even-handed 

Czechoslovakia forms a back round 5 ° Grand Forks justice. 
oes ‘or a speech last week by irae Min- [ blends together. . the world’s best cigarette e 
‘ion that ee pe rere tobaccos in a way that’s different from any + + + DASHBOARDS ARE INCOMPLETE without a 
ce ie: ite : “Please Do Not Talk to the Driver” sign as a gentle hint 

ie “€S Of unpleasant surprises on the ther cigarette. | ’ . Plea wey 
World.” eee the blend that cant be copied to garrulgus passengers, insists a contributor from Lima, 
ae Proposals presented t® Caechoslo- , the RIGHT COMBINATION of the Peru, who thinks such a notice should be adopted by car- 
cine baka by the British Government When you try them Vou will know why stint ld’ co ; makers as standard equipment, along with clocks, ately de 
no “ptember 19, 1938: “His Majesty’s , Whi Wor best cigarette tobaccos arcel compartments, et al. Which led us to ask a few 
| » 1938: SU on nd S best cig pi 

Government . . . would be prepared Chesterfilds £106 mill $ of men © motorists if they. too. had ideas for additions to the panel 
the ae = on international eueres~ women more smoking pleasure . ee why board. It seems almost every driver has a pet notion of 
the A pie new boundaries of the THEY SATISFY what he'd like along those lines, and we'd like to hear all 
ly.” about yours. Just drop a line to Northrop Clarey, Stand- 
Ann il Company (N 30 Rockefeller Plaza, New York 

Annex to Munich pact Septembe Copyright 1939, Liccztr & Myers Tosacco Co, ard Oil Company (N. J.), ; 
— 80, 1938: “Bis Majesty's Government City, and let us in on it, 


: . + Congress who possess rich singing + At various intervals in his career he 
AROU N D THE WORLD: Rep. Clifton A. voices, Representative Woodrum | has been a banker, a lawyer and a 
y S N D THE CZECHS W oodrum finds it difficult to accept all of the | member of Congress. 


Economy Champion in Thick 


would have him make. 


the date was a cold January 10, 1878. 
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The Question the 


Robert P. 
Hastey 


Chicago, Ill.; President, Illinois 
Council of Small Business Men, 


answers: 


T is a fact that all small and me- 
dium-size business enterprises, in 
this area, are handicapped by diffi- 
culty in obtaining adequate capital 
through the banks. 


The banks, in many instances, 
claim they are unable to make 
these loans because of the stiff regu- 
lations set down by the Administra- 
tion, and the strict and close check 
made by the various bank examiners, 
representing different departments 
of the Government. 


This condition forces the small 
business man into the hands of the 
smaller investment companies, who 
charge higher rates of interest and 
make it very embarrassing for the 
small business man. 


Asks Law Revision 


This situation could be overcome 
if. the bank laws were changed or if 
industrial banks, as proposed by 
Senator Pepper, were established; 
providing these banks eliminated a 
lot of the red tape that is required 
when applying for loans from other 
Government agencies. 


On the other hand, if the volume 
of business could be increased there 
would be much less demand’ for the 
capital loan on the part of the small 
business man. 


One of the greatest difficulties, at 
this time, is the fact that at the end 
of each month the small] business 
man is forced to liquidate merchan- 
dise, at a loss, in order to secure the 
money to pay taxes and avoid penal- 
ties. 


A New Tax Policy 


In my opinion, these taxes should 
not be demanded of the small busi- 
ness man until the end of the year, 
and at that time a Government rep- 
resentative or agency could go over 
his statements of the year’s business 
and adjust the taxes in such a way 
that it would not be a burden, but 
et the same time demand a reason- 
able tax. 


The procedure necessary is very 
simple, but it would take pages for 
me to put it in writing. 

I don’t think big business concerns 
are paying more than required, be- 
cause in the final analysis it is the 
‘“ittle fellow” that really pays the 
taxes. . 


R. J: White 


Butler, Ind.; General Manager 
Fur Products Co., 


answers: 


E are not handicapped in our 
business due to banking laws, as 
we have outside assets to use for col- 
lateral. However, we are handicapped 
by such laws as the Wage-Hour Law, 
which eventually will force us to pay 
the same wage scale as our competi- 
tors in the larger cities who are able 
to buy raw materials cheaper than 
we and who have other advantages 
over us which we have been able to 
offset in our wage differential. 


We are just carrying on, waiting 
for something to happen that might 
heip us. The 25-cent hour scale 
does not bother us; it is the 40-cent 
scale that will kill us off. For in- 
Stance, for years we were buying 
new machinery every year, but for 
three years straight we have not 
spent one cent for’machinery. We 
don’t know what the next week will 
bring forth in New Deal laws and 
edicts. 


Awaits New Policies 


So we just go along and await the 
- New Deal’s crack-up and a Republi- 
can government and trust they will 
iron things out as they always have 
before. It’s a long timastill 1940 but 
we have waited this long and guess 
we can stick it out, but if it doesn’t 
happen, why—Hoover was at least 
partly right, the grass will be grow- 
ing in the streets of the small towns 
that have industries doing interstate 
business. 


R. E. Kennington 


Jackson, Miss.; R. E. Kennington 
Co., Department Store, 


answers: 
NQUESTIONABLY small and me- 


dium size business enterprises in | 


this section do find it difficult to ob- 
tain funds for capital expenditures. 
Change in banking laws or some 
new system for such financing would 
find very few applicants in position 


medium size business enterprises are 


to qualify as so many smal] and. 


ROBERT P. HASTEY 


incompetently managed and many 


of their demands arise from a desire 


to expand too rapidly. 


_ Well managed small enterprises 
with good reputations have had no 
difficulty in obtaining their reason- 
able requirements in recent years. 


To sum up, it seems to me that 
Small business is more handicapped 
by a lack of common sense than by a 
lack of adequate credit facilities. 


Winchester 
Britton, Jr., 


Cranford, N. J.; Treasurer, 
Packing Engineering Corporation, 


answers: 


PEAKING from our own experi- 
ence, and that expressed by 
other small business men _ with 
whom I have talked, there is a very 
definite need of more adequate credit 
facilities where a small business man 
can obtain sufficient working capital 
to tide him over a long period of de- 
pression. 


And the term of such a loan 
should be from 3-5 years so as not 
to create a hardship in repaying it. 


Aid to Employment” 


Under the present FHA loans 
available to business men, the money 
so obtained must be used to pur- 
chase capital assets while our experi- 
ence would indicate that in the great 
majority of cases, such loans are 
needed for working capital; and for 
the following reasons: 


First, to keep from laying off em- 
ployes during periods of depression, 
and thus adding to the unemploy- 
ment rolls. It is undoubtedly seldom 
realized that the average small busi- 
ness Man does not or cannot lay off 
employes the way big business does. 
The relationship is much more per- 
sonal; both employer and employes 
live in the same town, meet at the 
same functions, etc., and the em- 


Wee : 
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ing prosperity. 


very well supply? 


system? 


Growing demand for a new source of credit for small and 
medium-sized businesses as an aid in combating depression 
has become the subject of nation-wide discussion. 

Federal credit has been provided in many fields; but small 
business has been overlooked in these programs. 
“small business men” are raising their voices in requests 
for aid that, they say, can be of great assistance in restor- 


In view of the importance of the issue, The United States 
News addressed to bankers, business associations and 
“small business men” the following questions: 

1. Are small and medium-sized business enter- 
prises in your area handicapped by difficulty in 
obtaining adequate capital of the type that com- 
mercial banks under present banking laws cannot 


2. If they are handicapped, could this defi- 
ciency be remedied through changes in banking 
laws or through a separate intermediate credit 


Numerous answers were printed in the issues of March 
6 and 13. - Additional answers are presented herewith, and 
more will appear in the issue of March 27. 


Now 


ployer lays off an employe only as a+ than big business, with a propor- 


last resort to keep his business going. 


This means a more severe drain on 
his working capital as volume of 
business probably warrants laying off 
employes long before it is actually 
done. : 


Carrying Accounts 


Second, the small business man 
needs working capital to carry his 
accounts receivable, which usually 
take longer to collect during depres- 
sion periods. 


Third, working capital is needed to 
keep his credit with his suppliers 
good. As a result of slower collec- 
tions, it very naturally follows that a 
small business man falls behind in 
paying his bills. 


Hand-to-mouth buying is then re- 
sorted to, usually to the detriment of 
his business, as he cannot carry such 
a complete stock. This means slower 
deliveries with a consequent loss of 
occasional badly needed. orders 
through inability to make quick de- 
livery. 


Security Lacking 


Depressions affect small business 
to a much greater extent than big 


‘business because it cannot roll up 


the proportionate amount of surplus 
during good times to tide it over bad 
times, particularly over a prolonged 
depression. One reason for this is 
because small business must provide 
for its capital assets cut of working 
capital, to a much greater extent 


tionate reduction of available work- 
ing capital. 


Small businesses cannot figat,.pond 
issues or sell more stock, |because 
they are usually closely held. corpo- 
rations or partnerships. It does not 
have proper security to offer for 
bank loans, and, as the banking laws 
require personal endorsement in lieu 
of security, it is difficult. to obtain 
as much working capital as may be 
required or for as long @ period as is 
necessary. 


Either of the remedies suggested in 
your second question might be the 
answer, but it would of course de- 
pend entirely on their terms of op- 
epee soit they must be liberal to 

e of any use. 


Favors Insured Loans 

A similar plan to the present FHA 
mortgage loans might be the best 
answer. To my mind, the best 
method would be a Government- 
insured loan through local banks; 
the basis of the loan to be the per- 
sonal integrity of the management 
of the business, as adequate security 
is not usually available and the man- 
agement is usually well known per- 
sonally to the local bankers. 


I appreciate the opportunity given 
me of expressing an opinion on this 
vital problem and sincerely hope 
that some workable plan is devel- 
oped, as the present channels of 
credit are unsuited to the problems 
of the average small business man. 


* W. H. Dowling 


Slater, Fla.; President, Dowling & 


Camp, Inc., Lumber Manufac- 
turers, 
answers: 


HERE is, in my opinion, consider- 

able business held back on ac- 
count of lack of credit from the 
banks, as compared with the credit 
that could be obtained for small busi- 
nesses up until around 1930. If the 
banking restrictions could be loos- 
ened up somewhat it would help 
business in general. 

However, in our opinion, business 
is dependent absolutely on the elim- 
ination of unemployment. Business 
is now supplying the public with any- 
thing and everything that the public 
is able to buy from business. 

There is a great demand, however, 
for services that can only be ren- 
dered by the Federal Government, 
such as the building of highways 
and big public improvements. Our 
opinion is that, if the Government 
were to outline enormous public im- 
provements, projects that would 
make jobs available for all of the un- 
employed, and would immediately 
demand and use more labor, it would 
in a short time begin to receive the 
benefits from these highways and 
other improvements, and thus elim- 
inate unemployment. 

It is folly for the Congress and 
Government to talk about saving 
money when we are wasting the 
time of millions of able-bodied men, 
who would be glad to work if given 
the opportunity; and only the Gov- 
ernment can give this opportunity. 

The United States as a whole is 
not running a deficit, and not run- 
ning in debt. Our Government is a 
part of our business, and a very im- 
portant part of our business; our 
country and our democracy, and the 
reason the Government is showing a 
deficit is because they are not get- 
ting paid properly for the services 
which they are rendering. There is 

no reason for worry about the Gov- 
ernment debt, so long as we are pro- 
ducing more in the United States 
than we are consuming. 

I do not want to put sawmill book- 
keepers ahead of other bookkeepers, 
but a good sawmill bookkeeper would 
pay that debt in one night. 


Joseph B. Kleckner 
Chicago, Ill.; President, 
Motiograph, Inc., 


answers: 

DEQUATE capital is not available 
i& to smaller business concerns in 
our area, and all efforts of those 
companies to expand their facilities 
and improve the quality of their 
products are running up against a 
stone wall. Commercial banks can- 
not fill the breach in our fight 
against stagnant business conditions. 

If for no other reason than to 
step up employment in this coun- 


try that has defied all remedial ef- 
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forts to this time, the establishment 
of an intermediate credit system is 
most urgent. Given proper credit 
facilities the 332,000 small business 
firms in the country could put 75 
per cent of the unemployed back to 
work, and they would gladly do that. 
It’s the small company with 10 to 
160 employes that must absorb the 
idle of today. 


My plan would permit the small 
business man to obtain a two to 15 
year capital loan from a local bank 
established primarily and only for 
the purpose of making capital loans. 
The capital of this institution in each 
community would be subscribed from 
the community itself and evidenced 
by stock. The bank would have local 
Officers under Federal supervision. 

Loans made to the small business 
men would be taken to the Federal 
Reserve Bank for rediscount up to 10 
times the bank’s invested capital. 
Loans could be made up to 10 per 
cent of the total bank capital in arly 
one company that would be invested 
in Government bonds, and deposited 
in the Federal Reserve Bank as se- 
curity for rediscounts. 

Thousands of small business firms 
need new capital for rehabilitation 
after the lean years, for moderniza- 
tion, new machinery, new equip- 
ment, additional plant facilities and 
added working capital. Given the 
opportunity to borrow money, under 
the same conditions enjoyed by the 
big business man, who finds bankers 
barking at their heels for an oppor- 
tunity to lend him money, the little 
business man would be able to put 
America literally back to work. 

Repayment of the loans could be 
arranged on a monthly basis with a 
maturity not to exceed 50 per cent of 
the normal and useful life of the as- 
sets to be acquired. For instance, on 
heavy machinery, dies and such 
equipment, the payment period would 
be 2 to 5 years; on buildings up to 
15 years. 

Something must be done to make 
available sufficient capital for the 
smaller business man. 
allowed,to get his shop in shape for 
efficient production. Depression will 
exist as long as that capital remains 
out of reach. 


“LITTLE BUSINESS” AND PROSPERITY: LOANS AS THE NEED 


America. The little plant, fac- 
tory and shop contribute to the 
prosperity of thousands of our com- 
munities. The successful operation 
of small enterprise means employ- 
ment and spells economic well-being. 


We know the tragedy that comes 
to a village when the local plant, 
which has been hiring the bulk of 
that community’s employables, closes 
its doors. In some instances, that 
tragedy could not be prevented, but 
in a great many cases, if adequate 
financial aid, reasonably offered, 
were available, the story would have 
been a happier one. 


MALL business is the backbone of 


Congress is trying to do something 
for small business. I believe it is 
vitally necessary that the problem 
be immediately and thoroughly con- 
sidered and that helpful legislation 
be adopted. 


Reaction Favorable 
To Loan Proposals 


At the fast session of Congress I 
introduced a bill which had for its 
purpose the establishment of Federal 
industrial banks to: make direct 
loans to small enterprise on a long- 
term, low-interest-rate basis. Ad- 
‘mittedly, there was room)’ for im- 
provement in its provisions, but I 
was astounded at the widespread and 
favorable reaction to the proposal. 


| 
| 


Since that time I have received | 


hundreds of letters from every State 
of the Union, coming from. shop- 
keepers, tiny merchants, remote fac- 
tory owners—explaining their finan- 
cial plight and, in nearly every in- 
Stance, pleading for easier and more 
available credit. 


By Senator JAMES M. MEAD (Dem), of New York 


appears herewith in full text. 


Several measures have been introduced in Congress to 
provide additional credit for small business. Senator Mead 
(Dem.), of New York, author of one of these, on March 13 in 
a radio address offered a revealing summary of the reasons 
why he believes such facilities are urgently needed. He 
cited numerous specific instances where, he contended, 
employment and business would benefit materially by pro- 
vision of a new type of credit. 


Senator Mead’s address 


These letters portray the plight of , 


small business more vividly than all 
the statistically prepared reports and 
economic reviews that have ever been 
published. They say, in unmistak- 
able terms, that private credit is not 
available to them and that the Fed- 
eral Government must become the 
resuscitating agent to rescue them 
from financial strangulation. 


For example, a small employer at 
Rochester, N. Y., writes: “I have a 
small business employing seven peo- 
ple and I have tried to borrow money 
from the local banks for expansion, 
where it is needed. I am unable to 


though I’ can submit a net worth 
Statement of $18,000. The banks 


generally tell me that nothing that I 


have, such as my real estate or ac- 
counts ,receivable, are worth any- 
thing and that the only thing on 


which they can loan me money is my 
insurance policies.” 


A merchant in Phoenix, Ariz., cites 
his problem: “The banks do noth- 
ing at this time to help the small 
merchant no matter what his stand- 
ing may be in the ccmmunity. In 
1920 I got $8,500 on my personal note. 
In 1929 I went into the bank and 
asked for $4,000 on a personal note 
and got it without any trouble. 


“Now, recently, I went to the same 
bank and asked for $2,000, but all 
they would allow me was $1,000. Now, 


nothing has happened to my per- 


| sonal record. I have had a clear rec- 
get any money for this expansion, al- | 


> He states: 


“Our business is small. 
We employ 10 employes steadily. We 
could add five to eight more em- 
ployes if we could procure $5,000 to 
$8,000. This is not guesswork. We 
have developed new products but 
need money to produce and market 
the products. 


“Like most small businessmen, we 
want to stay in business, but we have 
consumed most of our working capi- 
tal trying to hold our business to- 
gether through the bad years and 
Wwe are now unable to proceed with- 
out assistance. The papers state 
that the banks are bulging with 
money. That is easy to understand 
because they won’t loan it out.” 


A Georgia business inan discusses 
his problem and remarks: “As a 
rule, when bank loans are available 
for the small business man it is for a 
period of 60 to 90 days, and when 
repaid leaves him in about the same 
condition as when the loan was 
nade. 


to loan. Loans on long terms to 
solvent concerns would, in my opin- 
ion, immediately create a demand 
for more goods, which would put 
more people to work and would be 


ord since I entered business in 1912. | 


I want to say that the fear that ex- 
isted from 1930 to 1933 is returning 
and some law must be enacted to 
relieve small business men.” 


| A small Philadelphia manufac- 
turer is having his credit troubles. 


' $15,000 because 
_| profits during the depression years. | 


a substantial aid to reemployment, 
to the banks and to their stock- 
holders.” 


4 


“The banks have plenty of money | 


An Omaha (Nebr.) firm explains | 


that it has been refused a loan of 
it failed to show 


| A long-term loan at a reasonabie in- | 


| terest charge would put this impor- 


tant little industry back on its feet. 


But it cannot be obtained, either 
through private banks or through 
the Reconstruction Finance Corporae 
tion. The concern writes: “We feel 
our case is typical of a great num- 
ber of businesses in this ccuntry. It 
isy the reason why the Federal Gov- 
ernment should take more action in 
providing capital for small business 
so that labor can be employed, plants 
can be equipped and materials can 
be purchased.” 

Another Pennsylvania ‘company 
explains present-day credit needs. 
Here 
story: “I have been in the manu- 
facturing business since 1906. I al- 
ways employed between 160 and 170 
employes 9 or 10 months a year. 


Record of 20 Years 
Of Success Futile 


“IT was a depositor for 20 years in | 
a large bank and I established a | 


credit of $30,000 with this institution. 
By having this credit, I was in a po- 
Sition to solicit business, make up 
my orders in time for delivery and 
meet my weekly pay roll without dif- 
ficulty, embarrassment or fear. 


“Today I am still in the manufac- | 


turing business and have the facili- 
ties to employ from 60 to 70 people. 
However, because I lack the finan- 
cial assistance and credit which I 
formerly enjoyed, I am forced to run 
my plant only three or four months 


is the company president’s | 


ARE NEW SOURCES OF CREDIT NEEDED 
FOR RECOVERY OF SMALL BUSINESSES? 


He must be | 


1+ Charles T. Fisher, Jr. 


Detroit, Mich,; President, 
National Bank of Detroit; 
Former Director, RFC, 


answers: 


YV* feel there is no shortage of 
bank credit in the Detroit area, 
Not only are our banks able to A. 
nance the present volume of busi. 
ness, but they would be well able ig 
finance a greatly increased volume. 


Undoubtedly, there are concerns 


whose financial condition is such 
that bank credit is not available to 
them. In those cases oftentimes the 
Reconstruction Finance Corporation 
also is unable to extend credit. 

It appears to us that business of 
this type has never been in a posj- 
tion to obtain bank credit. In the 
old days such companies either 1. 
quidated, reorganized or recapital. 
ized through the sale of stock. 

It is our considered opinion that 
most of the talk of a shortage in 
bank credit, at least in this area, is 
not based on the facts. 

The small amount of outstanding 
bank loans results from the unvwil!- 
ingness of conservative business 
management to borrow money for 
purposes of expansion in view of the 
uncertain conditions which have ex- 
isted during the past few years. 

When you add to this the unvwi!!- 
ingness of investors to enter into 
either stock or bond commitments 
until the future seems more clear 
and/or until. certain of our tax laws 
are amended to be more advantace- 
ous to investors, it appears to us 
that we have the answer to the pres- 
ent low volume of bank credit out- 
standing. 


Roy H. Clark 


Springfield, Ohio; Vice President, 
The First National Bank & 
Trust Co., 


answers: 


E do not believe that small busi- 

ness is handicapped by difficulty 
in obtaining adequate capital of the 
type suggested. Business concerns in 
this locality, small or large, will 
have no difficulty in securing loans 
for legitimate purposes, if they are 
conducted by the proper personnel, 
properly managed, receive a fair 
price for their product and operate 
at a profit. 

We believe the difficulty lies in lack 
of confidence in the future, and that 
co™porations and business men 
themselves are not willing to make 
capital investments, and will not 
make application to banks for finan- 
cial assistance for expansion pur- 
poses. 

Alleviate this fear, and you will 
find bankers ready and willing to 
assist b@iness in any way, even 
though the loans may be longer-than 
for current purposes. 


Robert A. 


Oren 


Evart, Mich.; Secretary, 
American Logging Tool Co., 


answers: 

N my opinion the folks in Washing- 

ton are, as usual, trying to put the 
cart before the horse. Because the 
wagon isn’t going, they assume the 
horse needs more oats. He doesn't. 
What he needs is a proper load and 
some assurance that he won't be 
driven off one of the WPA bridges 
that end in the middle of a swamp. 

Banks have money—more than 
they know what to do with, even with 
more than 50 per cent of their de- 
posits in Government securities. 
They would gladly loan to a business 
man entitled to credit. But the busl- 
ness man, the prospective user of 


credit, needs some assurance’ that 


' after he makes the loan, takes the 


risk, does the work and sweating he 
will have something left for his e!- 
fort. He needs to know through &c- 
tually seeing it done that the Federal 
Government has come down to earth 
and is going to stay there. 

Unless some symptoms of sanity 
are shown in Washington, why should 
the small business man want credit? 
He knows when he borrows he ©!!! 
have to pay back and he knows pret- 
ty darned well he can’t unless the 
brakes of artificial regulation at 
taken off. 

I'd say it is much more importan» 
to get off the neck of business by re- 
pealing useless laws and regulations 
end by setting an example of careful, 
efficient conduct of the people’s bus!- 
ness. 

Take business from under thé 
thumb of a lot of bureaucratic @P> 


pointees and give back to business 


out of the year and only employ 20 | 
people. 

“This situation is common here 
and probably is true throughout the | 
country. Therefore, there is a steady A country can only prosper w! 
increase in unemployment. The | jts citizens prospemwand it can only 
sooner the forgotten small business | forward when its citizens’ welfare 5 


[Continued on Page 7.] advanced. 


men what is legally theirs: A chance 
- to conduct their own business for oe 
benefit of those they serve and [0 


their own profit. 
jen 
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The United States News 


By SEN. 
Democrat, of New York 
[Continued From Page 6.] 
nan gets some kind of financial as- 
sistance the quicker business gener- 
ally will improve and the quicker un- 

employment will be reduced.” 


Typical of hundreds of similar in- 
stances, just consider the situation 
confronting this Ohio manufacturer: 
‘Up until this year I operated two 
small mills, employing about 400 
men. But because I could not raise 
or secure from banks a capital loan 
of only $2,500 I was closed out.” 

When we legalize the practical ef- 
fect of idle plants and wholesale 
community unemployment, we can 
grasp the imperativeness of legisla- 
tive action to relieve such situations. 


If it is true, as it is time after 


‘ time indicated, that the unavail- 


ability of adequate credit lies at the 
bottom of this appalling dilemma, 
then why not make such credit avail- 
able and why not take positive ac- 
tion immediately? | 

It is perfectly true that we would 
not be discussing this problem for it 
would not exist if the banks were 
loaning for capital purposes in any 
appreciable amount. We know that 
this is not due to lack of money in 
our banks. The causes of present 
banking policies constitute a long 
story, but the fact remains that 
small business is being slowly smoth- 
ered for want of credit. 

The bank in your village or city 
contributed vastly to the develop- 
ment of America. Its principal con- 
tribution was to loan money for the 


creation, operation and expansion of - 


small business. 


‘‘Character Loans” 


Common in the Past 


So-called “character loans” used to 
be common. The banker and the 


-~business man were close together. 


They understood each other’s needs 
and they worked harmoniously to fill 
those needs. The banker built up his 
community because he had faith in 
it and faith in his neighbors. 

It is an unhappy circumstance 
that that relationship no longer 
applies. Today “character loans” 
are a thing of the past. Today, al- 
though 10-year credit terms satisfy 
the law, banks make few long-term 
loans. The result is they are not of 
great practical assistance to small 
industry and they have, in effect, lost 
much of their former value to the 
community. 

The investment banker is of little 
or no assistance to the types of small 
business about which we have been 


Which are easily salable, for large 
and well-known companies. As a 
Tule he is not interested in the flota- 
tion of capital loans of less than 
$1,000,000, and he 1s not interested in 
aiding new and unknown concerns. 

He is probably correct in pointing 
out that the cost of distribution of 
small amounts would be prohibitive. 
But, again, the fact remains that he 
is proving of no direct help to 
smaller business and is, in effect, 
contributing to their difficulties 
through his assistance to large firms 
that often approach the monopoly 
size. 

Therefore, we have the deplorable 
absence of any reasonable credit fa- 
cilities for our small business man. 
Neither the local,-commercial or in- - 
vestment bank will give him the 
helping hand he so sorely needs. 


An important New York banker 
wrote to me last week stating that 
his bank is giving increased atten- 
tion to loans for small business. He 
intimated that they were satisfying 
most requests and that not many 
were being received. 


Little Aid From RFC 


For Small Business 


The numerous letters in my files | 
plus the flood of applications filed 
the Reconstruction Finance 
Corporation would not bear out the 
assumption that this is generally 
true. In fact, running through in- 
numerable cases is the complaint 
that bapks cannot or will not ap- 
prove loan applications. 


‘The record of the RFC fails to 
furnish evidence that it has been of 
any significant or widespread as- 
sistance to small enterprise. Con- 
gress endeavored to liberalize the 
Griginal RFC Act and to provide ad- 
ditional loans to industries. Some 
aid has been granted under this lib- 
eralization, it is true, but it is not a 
drop in the bucket so far as a really 
effective program is concerned. 


In the face of these circumstances, 
it does seem beyond question that 
we lack an adequate mechanism 
through which small industry can 
satisfy its capital and credit needs. | 


Several bills are now pending in 
Congress to cope with this problem 
and to assist small business in ob- 
taining its required capital. Repre- 
sentative Allen of Pennsylvania and 
myself are jointly sponsoring a meas- 
ure which has for its purpose the in- 
Surance by the RFC of loans made 
by banks to business enterprises for 
the increasing of production, exten- 
sion of operation, modernization of 
plants, ete. If enacted, such a law 
would insure banks against losses 
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they might sustain in making such 
industrial loans. 

We have endeavored to be liberal 
in the amortization requirements. 
Insurance will be provided banks in 
cases where their industrial loans are 
not in excess of $200,000. A seven- 
year amortization period is permit- 
ted and an interest rate in excess of 
4 per cent may not be charged. A 


_ Service charge may not exceed 1 per 
cent and the loans or advances of 


credit may be secured by a first mort- 


_ gage upon real estate or by a chattel 
Mortgage upon personal property. 


We have presented this bill with 
the thought that it would stimulate 
small business loans and involve the 
expenditure of no Federal funds. It 
is, in many respects, similar to the 
program of the Federal Housing Ad- 
ministration which is now insuring 
bank loans for the construction of 
homes. 

The FHA has been popular with 
the banks because it uses Federal 
credit to secure loans made by the 
banks at a profitable rate of interest. 
If it has proven practical to extend 
long-term loans for home building, 
why will it not likewise prove prac- 
tical to extend long-term loans to 
business? A man may now borrow 
$10,000 to build a home, repaying it 
perhaps on a 20-year installment 
basis. Why should he not be able to 
borrow $10,000 for industrial capital 
purposes and pay it back on a seven- 
year installment basis? That, in ef- 
fect, is the reasoning behind our 
proposal. 

Of course, the whole picture is dis- 
appointing because it should not be 
necessary to establish such means 
to obtain a free flow of private credit. 
Nevertheless, the necessity obviously 
does exist and steps must be taken 
along this line. 


Another interesting proposal has 
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- + been advanced by Senator Pepper of 4 


Florida, who is sponsoring a bill to 
establish a system of regional indus- 
trial credit banks to furnish addi- 
tional direct credit and capital 
facilities for business purposes. He 
would provide liberal terms for the 
extension of such loans—not dis- 
Similar to the procedure now em- 
ployed by the Federal land banks in 
making loans for the refinancing of 
farm mortgages. 

Senator Logan of Kentucky is like- 
wise sponsoring legislation for the 
establishment of intermediate credit 
banks, to make industrial loans. 

A new bill which I am introducing 
this week will attack the problem in 
still another manner. This measure 
will provide for the organization of 
bank affiliates, expressly set up to 
extend loans to industry. 

These are some of the legislative 
suggestions that are being made to 
assist business enterprises in the 
United States. They demonstrate 
that among members of Congress 
there is a definite realization of the 
lack of industrial credit and that 
there is a genuine desire to do some- 
thing about it. 

Congress is concerned with provid- 
ing more adequate credit facilities 
for small business because the prob- 
lem is national in scope and acute in 
its serious effect upon our economy. 


400,000 Companies 


Classed as ‘“‘Small”’ 


To get a picture of the immensity 
of those affected, we must under- 
stand that over 400,000 companies 
in this country may be classified as 
“small business” concerns. Such a 
number have assets of less than 
$5,000,000, and approximately 386,000 
companies have assets of less than 
$1,000,000. 

Companies with assets of less than 
$5,000,000 make up 26 per cent of the 
total assets of all corporations in this 
country. In addition to the small 
corporations, there are many busi- 
ness partnerships and individual pro- 
prietorships, the great majority of 
which fall into the “small business” 
class. 

It is, therefore, self-evident that 
the well-being of our economy can- 
not be divorced from the well-being 
of these small and medium-sized 
corporations. 

Big business is, to a great extent, 
dependent upon small industry for 
its raw materials and its markets, 
and likewise for its basic prosperity. 
With this in mind, it is true that 
small industries in our medium-sized 
towns and cities are fundamental to 
the successful functioning of our 
economic system. 

Therefore, it is of the utmost im- 
portance to consider the means by 
which small business can be revital- 
ized, and the method by which its 
importance to the economic welfare 
of the whole nation can be increased 
The essence of the revitalization of 
Small business requires that it be 
provided with more capital and with 
better credit facilities. 


Efficiency Dependent 
On Adequate Capital 


We are inclined to overlook the 
fact that without an adequate and 
properly directed flow of capital into 
industry, there can be no efficient 
operation of our national economy. 
New capital investment is not only 
required for the construction of addi- 


tional plants and for the purchase of 
new machinery so that industry may 
expand and maintain employment, 
but such investment is also necessary 
in order to provide for the proper 
maintenance and modernization of 
existing plants, so that business may 
be in a position to continue the em- 
ployment of those who are-Ti6w at 
work. 

To secure the full benefit.of capital 
investment, a private business enter- 
prise which will use capital is re- 
quired, as well as a credit mechanism 
which will make it available to busi- 
ness. It is at this point that small 
business -enterprises are of vast sig- 
nificance to our national economy. 
New enterprises are usually small 
units and their financing sets into 
motion a spiral of economic activity 
which encompasses a wide area and 
brings into play other business enter- 
prises. Healthy small business en- 
terprise, adequately financed, is 
essential to the stability of our whole 
national structure. 

The small business man is, by na- 
ture, adventurous. His organization 
is relatively flexible. He can take 
chances. He likes to generate, new 
methods for increased profits. We 
depend upon him for the continued 
progress and development of our 
industrial and economic system. If 
he is ill from financial malnutrition, 
our entire economic system suffers, 
likewise. 

I have said that there is an in- 
creasing demand by small business 
for intermediate capital—a demand 
that is not being met by either pri- 
vate or existing public agencies. I 
have mentioned that this demand is 


reflected in the numerous applica- | 


tions for industrial advances and 
participations being filed with the 


RFC. The Federal reserve banks are 


applications. 
I repeat that the extension of 
$50,000,000 or even $100,000,000 an- 


> likewise reviewing hundreds of loan 4 destructively 


nually by these public agencies has | 


been helpful. They have not, how- 
ever, been able to provide the neces- 
sary credit that small business so 
badly needs. Whether the law is not 
sufficiently liberal or whether the 
administering officials are overly 
conservative is beside the point. The 
fact is credit needs are not being 
Satisfied and some means must be 
found to accomplish that purpose. 
Small business concerns represent 
a desirable channel through which 
funds for additional capital invest- 
ment may flow, thereby enabling us 
to employ more people and to keep 
at work those who are now employed. 
I consider the solution to this prob- 
lem of adequate financing for small 
and intermediate sized business most 
vital to our national welfare. For 
this reason, without attempting to 


disturbed by the lack of adequate 
financial mechanism on the part of 
public agencies and of existing bank- 
ing institutions. Something is dras- 
tically wrong when, at a period when 
bank deposits are close to a record 
high, the small business man is un- 
able to depend upon his banks for 
his credit and capital requirements. 


A source of capital must, there- 
fore, be brought into existence which 
can be tapped by new and small 
enterprises which, even though they 
may not yet have established high 
credit ratings, do nevertheless con- 
stitute good risks and do offer prom- 
ising prospects. 

I am not sniping at any public or 
private agency, nor am I discredit- 
ing the efforts that many of our 
banks have put forth, but which, 
unfortunately, for the most part, 
have proved futile. I am simply as- 
serting that, in my judgment, a defi- 


+ CURING ILLS OF “LITTLE BUSINESS’: A SENATOR'S PRESCRIPTION + 


JAMES M. MEAD * ‘#lkKing. He floats security issues, 


criticize, I am frankly + nite need for easier credit does exist 


and that it is incumbent upon Con- 
gress to recognize that demand and 
to effectively deal with it at the ear. 
liest possible date. 

Too many small shops and plants 
are Closing their doors; big business 
in many instances is growing bigger; 
our small communities are directly 
suffering. 

Mass production is not frequent in 
small industry. They should be 
healthy little units, providing gain- 
ful employment in villages and ham- 
lets throughout the United States, 
The trend is in the opposite direc. 
tion and I, for one, do not think 
it is a salutary trend. It is definitely 
our job to help correct the ills of 
small business. 


The foregoing is the full text of 
an address March 13, over a National 
Broadcasting Company network in 
the National Radio Forum, sponsored 
by the Washington Evening Star. 
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more than four cylinders 


Y. expect Ford prices to be low. 
They always have been—always 
will be. But it’s what you get for 
what you pay that makes Ford 


prices so amazing. 


Take equipment. Ford deliv- 


cylinders. To get a V-8 engine in 
any other car you have to pay far 
more than the Ford price. And 
that’s also true of the improved 


hydraulic brakes with bigger brak- 


ered prices include—without 
extra charge— many dollars’ 
worth of equipment. 


Look at materials. 


No better 


steels go into any car at any price 
than are used in the Ford V-8. 
And Ford cars are built to the 
highest standards of precision 
known to mass-production indus- 
try. Working to fine limits takes 
time, costs money, but it pays you. 
It reduces wear and makes new- 
car performance last thousands of 


iles | 
miles longer. 


Ford gives you the V-8 engine 
—the smoothness of eight cylin- 
ders, with the economy of small 


FORD 


ing surfaces—the full torque-tube 
drive—the semi-centrifugal 
clutch, and other features, 

In the streamlined design of the 
1939 Fords you have unquestioned 
style leadership—the smartest 


aFord V-8. 


‘cars in America are in the Ford- 
Lincoln group. 


All these things add up to big. 
ger value—and that means lower 
price. In no other car do you, get 
as much for your 

money ae you do in 
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SANTA HUGE GIFTS SCHOOLS, RAILWAYS 


The System of Federal ‘Bribes’ to Induce States to Adopt New Policies—Agricultural 
College Bills—Free Homesteads for Settlers 


The first two installments of 
Charles Warren's book, “Congress as 
Santa Claus,” published in the issues 
of March 6 and 13, traced the early 
history of Federal donations, begin- 
ning with a grant in 1792 to aid ship 
owners engaged in codfishery. 

In 1794, a fund was voted for ref- 


4 


ugees from a San Domingo insurrec- | 


tion; in 1812, $50,000 was donated to 
sufferers in an earthquake in Vene- 
2zuela; and, slightly earlier, in 1802, 


Congress began its long series of vast | 


denations of public land for educa- cane in the States was any! proper 


tional, canal and railroad purposes. 
A series of bills to grant funds to the 
States for various purposes were 
passed, but failed to become law be- 
cause of vetoes. 

Mr. Warren's study of Federal 
spending, resuming the review of 
land grants and their gradual trans- 
formation into money grants, pro- 
ceeds: 


HEN land grants for the benefit of 

railroads were resumed in 1862, 
they were made to the railroads 
directly—the Union Pacific and 
other transcontinental 1lines-—-in- 
stead of to the States, and were 
based not on any assumed Constitu- 
tional power of Congress to donate 
the. public lands but on the power 
to wage war, to establish postroads, 
and to regulate commerce. 


All these grants to the States for 
Tailroads from 1850 to 1857, however, 
were made, it is to be noted, ostensi- 
bly on the theory of a power to dis- 
pose of the public lands for a con- 
sideration, namely the enhancement 
of the value of the alternate sections 
adjacent to the railroads retained 
by the Government—Calhoun’s “pru- 
dent proprietorship” theory. 

With the constant pressure for 
land grants for many different sub- 
jects, however, this theory was wear- 
ing very thin; and its fictitious char- 
acter—‘‘an illusion”—was gradually 
being proclaimed, both by the Whig 
leaders, and by some Southern Demo- 
crats who, like Arthur P. Bagby of 
Alabama and Thomas H. Benton of 
Missouri, were opposed to enhancing 
the value and wighed to see the pub- 
lic lands sold at’ low prices and 
quickly occupied by settlers. More- 
over, the theory had practically 
reached its vanishing point when in 


the Illinois Central Railroad Act, sec- | 


tions of land remote from the road 
were granted, in case there -were no 
sctions adjacent not already taken 
up. . 


Theory “Stretched” 


To Greater Limits 


Stephen A. Douglas stretched the 
enhancement of value theory to its 
limit, in 1852, by contending that a 
grant to an Iowa railroad was to be 
Sustained because it would enhance 
the value of the public lands gener- 
ally in the State and also the lands 
west of the State. And Lewis Cass 


also Stretched the theory by stating 
that the effect of improvements fos- 
tered by grants of land “is not con- 
fined to their immediate neighbor- 
hood but is felt through the whole 
region,” and that a grant to roads 
and canals “produces its effect upon 
the public property and adds to its 
value by adding to the motives for 
purchase and settlement.” 


The desire in the West to obtain 
the public lands, either through 
homestead laws or grants to States 
for internal improvements, had led 
to a great change in Constitutional 
views in that section. Having been 
Originally settled largely from Vir- 
ginia and other communities holding 
strict-construction views, the West 
now became the advocate of the op- 
posite interpretation of the Consti- 
tution, as the best means of obtain- 
ing the coveted lands. 


This phase of American political 
history is often overlooked—the part 
which geographical conditions have 
played in influencing Constitutional 
views. The farmers and pioneer set- 
tlers of the West adopted that view 
of the Constitution which would most 
advantage them. And the Whig party 
as chief exponents of this view na- 
turally became the beneficiary from 
the voters, just as the farmers in the 
West in later years turned to the 
Republican party whose Constitu- 
tional theories and policy promoted 
extension of Governmental favors to 
those farmers. 

So, in the 1850’s, those politicians 
who were found willing to promise 
the widest scope of Government land 
grants received the most votes. 
Therein lay one of the vicious evils of 
the theory of Congressional power 
to make donations. Moreover, seeing 


this tendency of the voters to favor | 


their benefactors, many Democratic 
leaders in the West were also swing- 
ing over to a loose construction of 


the Yonstitution and were abandon- | 


ing their former Constitutional prin- 


In 1854, all pretense of a consider- + 
ation for a grant of public lands was | 


cast aside when Congress passed a 
bill to donate 10,000,000 acres to the 


| 


States for the benefit of the indigent | 


insane. Under the Constitution, no 
one could claim that care of the in- 


or lawful function of the National 
Government. How then did it hap- 
pen that Congress was persuaded to 
donate lands for any such purpose? 

In the first place, Congress was 
moved (it might be said almost in- 


able, and a very persistent woman— 


timidated) by a very notable, a very be 


By CHARLES WARREN. 


Former Assistant Attorney General of the United States and Author of “The Supreme Court in United States History,” Winner of Pulitzer Prize 
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inasmuch as into this debate over + said that the measure was “delusive + Senator, who said that he sup-+4 the public lands was confirmed by 


Constitutional power there was in- 
troduced for the first time the sub- 
ject of slavery. And when slavery 
entered into debate all other issues 
were submerged—just as today pro- 
hibition intrudes into the most un- 
likely and unwelcome spots in Con- 
gressional debates. 

The Kansas-Nebraska bill was 
pending at this very time, in 1854, 


and the question of Congressional | 


power to exclude slavery from the 
Territories was a vital one. It may 
imagined, therefore, what a 
strong appeal to the South must 


Charles Warren 


ville, Va. (Price $2.) 


Government donations and heavy spending make up an 
intriguing story of 150 years of history-making controversy. 

For these gratuities are not new; they have been the sub- 
ject of debate among the intellectual 
giants of our Government since its 
earliest days. Leaders of both major 
parties have fought both for and 
against them; both parties have 
pushed through laws making huge 
grants of land and money to groups 
and sections of the country. | 

Charles Warren, former Assistant 
Attorney General of the United States and an outstanding 
authority on the history of our Government, delivered in 1932 
a series of illuminating lectures reviewing Congress’ dona- 
tions and the historic debates on them. The lectures were 
assembled in book form under the title “Congress as Santa 
Claus,” copyrighted by the Michie Company, of Charlottes- 


Mr, Warren’s masterly study of the issues involved is par- 
ticularly timely now, with the spending controversy again 
to the fore. For that reason, The United States News ob- 
tained his permission and that of the copyright holders to 
print sections of his book. Installment 3 appears herewith, 
to be followed by others in subsequent issues. 


for the insane throughout the coun- 
try, and who for six years had 
stormed at the door of Congress. In 
the second place, many of the ad- 
vocates of the bill defended it purely 
on grounds of humane charity, ut- 
terly without regard to the Constitu- 
tion. 

But the chief support. came from 
the Whigs, and from some .Demo- 


crats like Senator Albert G. Brown 
of Mississippi and George W. Jones 
of Iowa, who took the ground that 
the Constitutional power to dispose 
of the public lands was unlimited, 
and that there was no need for the 
Government to receive a considera- 
tion for its grants. 


But while those men believed in 
full power to donate lands, there 
were very few in either party at this 
time who contended that Congress 
would have power to donate money 
to the States for the care of their 
insane. Only two or three Whigs 
like George E. Badger of North 
Carolina, John M. Clayton ‘of Dela- 
ware, and Solomon Foot of Vermont 
voiced the opinion that: “Our fore- 
fathers left the hands of the Gov- 
ernment unfettered to spend what 
+ might choose for their benefit.” 
(Citing the precedents of San Do- 
mingo, Venezuela, and the Deaf and 
Dumb Asylum Acts.) 


Restrictions on Spending 
Defended by Cass 


But Lewis Cass voiced the view 
more generally held at that time, 
when he said that: “If you have a 
right, under the pretense of promot- 
ing the General Welfare, or under 
a claim to promote the General Wel- 
fare, to make any appropriation you 
please, without reference to Govern- 
mental purposes, you are perfectly 
afloat—a Government without a 
Constitution.” The true doctrine was, 
he said, that you could promote the 
General Welfare only “agreeably to 
the purposes and objects.of the 
Constitution.” 


Most of the leading Democrats, 
however, like Stephen A. Douglas of 


| Illinois, and George E.,.Pugh of Ohio, 
and especially the leading South- 
, erners, were strongly opposed both to 
| the power to donate lands and to 
| the power to donate money... 

As a precedent, however, for the 
existence of Congressional power of 
donation, this bill has little weight, 


Dorothea Dix—who had long worked + have been made by an argument 


advanced against this bill by Andrew 
P. Butler of South Carolina. If, said 
he, the power of Congress to dispose 
of the territory of the United States 
was unlimited, then its power to 
make rules and regulations for the 
territory must be equally unlimited, 
as both powers were contained in the 
same clause of the Constitution, and 
hence “Congress may become poll- 
tical despot in the Territories and 


exclude any form of property”— 
meaning, exclude any form of 
slavery. 


Any interpretation of the Consti- 
tution and of Congressional power 
which led to that result must neces- 
sarily be opposed by the South. The 
bill was vetoed by President: Pierce, 
May 3, 1854, who said: “I cannot find 
any authority in the Constitution 
for making the Federal Government 
the great almoner of public charity 
throughout the United States. To 
do so would, in my judgment, be 


contrary to the-letter and spirit of 


the Constitution and subversive of 
the whole theory upon which the 
Union of these States is founded.” ... 

The veto was sustained in the 
House. 


A “Bribe to States” 


Seen in Measure 


Another torm of donation of pub- 
lic lands was made in 1859 through a 
bill, fostered by Justin S. Morrill of 
Vermont, granting about 6,000,000 
acres to every State which should 
establish within it an agricultural 
college on the conditions laid down 
by the Government. This was exactly 
the type of law which appears in the 
Federal Aid acts of today, except 
that the former granted Government 
land while the latter granted Gov- 
ernment tax revenues. 

Here again, all pretense of a con- 
Sideration for the grant was aban- 
doned, as the gift was to go to States 
regardless of whether they contained 
any public lands which could be .en- 
hanced in value. The plenary power 
of Congress to dispose of the public 


lands as it chose was the sole basis 
claimed for the bill. No one con- 
tended that the National Govern- 
' ment had any .power to establish 
_ agricultural colleges itself or even to 
| appropriate the tax revenues for 
such colleges. ... 

Clement C, Clay, Jr., of Alabama, 


and seductive—a magnificent bribe 
to the States—a long step towards 
the overthrow of the States and the 
truly Federal Government. It ex- 
torts the consent of the States by a 
sort of moral duress. ... You tempt 
them to their self-abasement 
and self-destruction.” 


President Buchanan vetoed this 


bill, February 24, 1859. Congress, he | 


stated, had no power to appropriate | 


tax revenues for the purpose of edu- 
cating the people of the States. 
“Should Congress exercise such a 
power, this would be to break down 
the barriers which have been so 
carefully constructed in the Consti- 
tution to separate Federal from 
State authority ... constitute a sort 
of partnership between the two in 
thé Treasury of the United States, 
equally ruinous to both.” 


If the Constitution should allow 
other property of the United States, 
viz., its public lands, to be used for 
purposes which it did not allow tax 
revenues, “it would be a strange 
anomaly, indeed, to have created two 
funds, the one by taxation confined 
to the execution of the enumerated 
powers delegated to Congress, and 
the other from the public lands, ap- 
plicable to all subjects foreign and 
domestic which Congress might de- 
signate ... to pay the debts of the 
States, to educate their people and 
to carry into effect any other meas- 
ure of their domestic policy. This 
would confer upon Congress a vast 
and irresponsible authority.” 


Donations Carried 


To Further Extremes 


In 1860, the system of donation of 
public lands was again carried to a 
further extreme by the passage of 
the Homestead bill in Congress. In 
this measure, also, all pretense of 
enhancement of value of remaining 
Government lands was abandoned: 
and it was supported almost wholly 
on the theory of the absolute right 
of Congress to give away its lands 
in order to futher any policy which 
it deemed beneficial. Already acts 
had been passed granting land out- 
right to settlers in Florida in 1842, 
Oregon in 1850, and New Mexico in 
1854. 


This Homestead measure granting 
free land to settlers had originaliy 
been a Democratic measure, origin- 
ating with Felix G. McConneil of 
Alabama and Andrew Johnson of 
Tennessee in 1845-1846. 


The measure was advocated in the | 


platform of the Free Soil party in 
1848. In 1850, 1852 and 1859, it had 
been vigorously debated in Congress. 
In 1854, it had been favored in the 
Senate by Democrats like Stephen A. 
Douglas of Illinois, Lewis Cass of 
Michigan, Augustus C. Dodge of 
Iowa, and Sam Houston of Texas, 
by Whigs like Webster of Massachu- 
setts and Badger of Tennessee, and 
by Free Soilers like William A. Se- 
ward of New York. 


It was opposed by those Whigs 
who favored railroad grants and re- 
garded this legislation as too agra- 
rian; it was opposed also by the ex- 
treme Democrats of the South like 
William C. Dawson of Georgia, who 
denied the power of Congress “to 
distribute this fund by way of char- 
ity” and who said that “those who 
favor giving away the land are those 
who want tariffs and National debts” 
and who see they can secure these 
by ré@ducing the National revenue 
from land... 

The Whigs, in general, on the 
other hand, supported the theory 
that the power to dispose of the 
lands meant ‘to dispose for all pur- 
poses of general utility to the Na- 
tion.” 

The final passage of the Home- 
stead bill in 1860 reflected, however, 
no settled theory of Constitutional 
power, and could not properly be 
cited as a precedent in favor of Con- 
gressional donations. For the sup- 
port given to the bill was the result 
of many political considerations and 
economic desires. More especially, 
the question of slavery had come to 
the front in connection with this 
form of legislation, and wherever 
this question intervened it shattered 
raen’s previous Constitutional theo- 
ries. 


ported the bill “because opening our | 
Territories to free white men will, 
in my opinion, tend to prevent their 
Africanization through the introduc- 
tion of negro slaves and thus secure 
in the end, what I believe God in His 
providence intended, that the tem- 
perate regions under our control be- 
come the permanent home of the 
pure American race. The adoption 
of this policy will in my judgment 
tend to bring on a final settlement 
of this whole negro question.” 


After this, it was natural that Sen- 
ator Louis T. Wigfall of Texas 


the Court. 


We have thus seen the vigorous at- 
tack in the 1830’s and 1841 upon the 
alleged power of Congress to distrib- 
ute its revenues from land sales as 
a gift to the States (whether made 
under the General Welfare Clause or 
the Territorial Power Clause of the 
Constitution). We have seen the de- 
velopment in the 1850’s of the gift- 
making power of Congress with re- 
ference to public lands, and how its 
power to dispose of territory was 
finally held to be plenary, exercis- 
able, if Congress chose, by pure gift. 


CONGRESS AS A LAND-GIVER 
far back as 1862, Congress passed a law granting 6,000,000 


AS 


acres of the public land to 


each State that would agree 


to set up an agricultural college tinder certain conditions laid 


down by the Federal Government. 


This act and the Homestead 


Act, passed the same year, established firmly the right of the Gov- 
ernment to give away public lands for any purpose whatsoever. 
Photo above shows the main court of a typical modern State 


agricultural college. 


(Democrat) should state that he+ 
considered the measure as a bill to 
“free-soil the territory of the United 
States.” 


On the other hand, George E. } 
Pugh of Ohio and Andrew Johnson 
of Tennessee (Democrats) protested 
against involving the bill with the 
Slavery question. “It really seems to 
me,” said Johnson, “that if some 
member of this body was to intro- 
duce the Ten Commandments for 
consideration, somebody would find 
a negro in them somewhere. .. . IS 
it not time that the legislation of 
this country was directed to some- 
thing else? ...I do believe that the 
country, North and South, is becom- 
ing sick and tired of the constant | 
agitation of the slavery question, to | 
the exclusion of all others.” 


He urged that the populating of 
the country by settlers was a govern- 
mental purpose for which Congress 
had the power to dispose of the 
public lands. 4 


Measure Passed 
After 15 Years 


After fifteen years of debate, the 
Homestead bill was finally passed by 
an accumulation of votes from all | 
parties. President Buchanan, how- | 
ever, vetoed it, June 22, 1860, on the | 


ground that it provided for a prac- | 
tical gift of land to settlers (though © 
they were required to make a nomi- — 
nal payment of 25 cents per acre, and 
also for an absolute and unqualified 
gratuity to the States (since the bill | 
provided for a cession to the States | 
of all lands within their borders un- 
sold after five years). 


These vetoes by President Pierce 
and President Buchanan made it 
evident that as long as the Dem 
cratic party was in power, National 
gifts of land would not be allowed. 
But the advent of the Civil War pro- | 
duced an immediate change on the | 
subject; and the strongly Republican — 
Congress, in 1862, speedily enacted 
both the Homestead Act and the 
Agricultural College Act, thus firm- 
ly establishing in practice the power | 


_ to donate Government land for any | 


Alarmed at the consequences to | 


Slavery of the growth of the Free 
Soil sentiment and of the Free Soil 
party, the Southern Democrats and 
Southern Whigs now opposed the 
Homestead measure which many of 
them had hitherto supported. 

That their alarm was justified may 
be seen from the remarks of James 
R. Doolittle of lowa, a Republican 


purpose. 


And in 1867, the question of the 
constitutionality of the exercise of | 
such a power was set at rest when 
the Supreme Court of the United 
States, for the first time, expressly 
held: ‘That Congress has the entire 
control of the public lands, can dis- | 
pose of them for money, or donate | 
them to individuals, or classes of | 
persons, cannot be questioned.” | 
Thus, the Whig and Republican doc- | 


Various 


We are now to trace out a curious 
and illogical development of argu- 
ment. 

The Democratic party, in general, 
had hitherto argued that inasmuch 
as Congress possessed no power to 
donate the tax revenues, it must 
equally be denied any power to do- 
nate the public lands. The Whigs 
and Republicans had replied that 
the power over the lands was greater 
than that over the revenues, owing 
to the fact that it was derived from 
a different clause of the Constitu- 
tion; and in this contention they 
had,been upheld by the Supreme 
Court in 1867. But ftom this point 
the Republicans ‘advanced, after 
1867; and they then began to argue 
that because Congress possessed 
power to donate lands, it must pos- 
sess Similar power to donate the tax 


revenues. 


Different Powers 
Over Land, Money 


They entirely ignored the fact that 
the two powers originated under dif- 
ferent clauses of the Constitution, 


and they contended, with utter lack 
of logic, that statutes based on a 


power derived from one clause fur- 
nished a precedent for statutes en- 


acted under another clause. 


This unsound reasoning was, how- 
ever, a thing of gradual growth. 
Prior to the Civil War, whatever the 
Congresses may have 
thought as to thelr power to make 
donations of land and land sales 
proceeds, no Congress ha@ ever as- 
serted its power to give away the 
general tax revenues to States or to 
individuals (except in the cases of 
the San Domingo refugees and of the 


Venezuela earthquake sufferers, 


which cases, as hertofore pointed 
out, were very doubtful precedents, 
and in which it is hard to see how 
the General Welfare of the United 
States was involved, even if one ac- 
cepted the Hamiltonian construction 
of the General Welfare Clause). Ef- 
forts to donate the tax revenues had 
been defeated. 


Thus, in 1847, a bill introduced by 
Senator John J. Crittenden of Ken- 
tucky to appropriate $500,000 for the 
relief of famine sufferers in Ireland 
had failed of passage. It had been 
supported chiefly by the Whigs with 
their eyes on the Irish vote in the 
approaching Presidential election to 
determine President Polk’s successor. 

Though a few prominent Demo- 
crats like Lewis Cass of Michigan 
and John C, Calhoun of South Caro- 
lina advocated its passage on hu- 


trine as to Congressional power over./ manitarian grounds, most of the 


- Democrats denied its constitution. 
ality... 

After this unsuccessful attempt in 
1847, no other proposal to donata 
money from the Treasury of the 
United States to individuals was 
made until 1866, when a bill was in- 
troduced to appropriate $150,000 for 
the relief of about 15,000 people ren. 
dered homeless by a fire in Portland, 
Maine. In the Senate, the chief 
opposition came from Democrats, 
aided by prominent Republicans like 
Lyman Trumbull of Illinois. 

Trumbull urged that the Congress 
was not a charitable institution and 
that the Treasury should not be used 
as a dispenser of charity. David 
Davis of Illinois (Democrat) stated 
that, though his heart was appealed 
to, he could not vote for the bil] as 
“there cannot be any more danger. 
ous principle established in our Gov- 
ernment than that precedents sha}] 
make Constitutional law. ... It is 
time for Congress to retrace its 
steps in relation to the licentious 
interpretation which it has been giv. 
ing to its powers under the Consti- 


Advocates of Plan 


Relied on Precedents 


The advocates of the bill (includ. 
ing the prominent Democrat, Rev- 
erdy Johnson of Maryland) relied 


zuela Act, and on the various stat- 
utes donating the public lands, 
Though the bill passed the Senate 
by the close vote of 22 to 18, it failed 
in the House. 

It was not until the year 1867-- 
seventy-eight years after the found- 
ing of.the Nation—that the first 
money was appropriated by Congress 
as charitable relief to American citi- 
zens, when a joint resolution was 
passed donating $50,000 to provide 
seeds for the destitute in the South- 
ern and Southwestern States, where, 
as Stated, “a failure of the crops and 
other causes have occasioned wide- 
spread destitution.” 

Violent opposition was made to tha 
measure by prominent men in both 
parties—and most largely by Repub- 
licans. 
Vermont, who had been among the 
most liberal advocates of gifts of 
public lands, stated that the only 
Constitutional ground on which the 
appropriation could be based was 
that “these people in the insurrec- 
tionary States are subject to our au- 
thority and are under our absolute 
control and they are in some sense 
prisoners of war.” Trumbull con- 
curred. ... 

‘Practically the only Constitutional! 
basis urged for the bill was the fact 
that it applied chiefly to insurrec- 
tionary States where Congress stil! 
had full war power in the absence 


of lawfully organized State Govern- 
ments. Based thus on the War Power 
of Congress it formed no precedent 
for similar seed relief statutes of to- 
day. 

Five years passed without any 
similar appropriation; and in 1872, 
when the great. Chicago fire (- 
curred, the experience of Congress 
with the Portland fire bill discour- 
aged any attempt to appropria't* 
money—the only relief given '® 
Chicago being by distribution 
army rations and clothes by the 
President from the War Departmen’ 
and by enactment of a statute ad- 
mitting contributions from abroad 
free of duty, and temporarily sus- 
pending internal revenue taxes. 


of: 


Money Appropriated To 
Feed Flood Victims 


In 1874 came the first legislation 
appropriating money for relief of in- 
dividuals in this country without -°- 
lation to war conditions, when bills 
for supplies of food to flood sufferers 
in Alabama, Mississippi and Louis!- 
ana were passed. The question as 
to the Constitutional powers of Co'- 
gress was not raised, and there was 
practically no debate. John Coburn 
of Indiana (Republican) stated tha’, 
while the practice of the Gover!- 
ment ought generally to be not ' 
interfere, this sudden great Nationa! 


calamity was “an emergency calling 
for exceptional action.” 

Symptoms of log-rolling were seen 
in the inquiry of Charles W. Willard 
of Vermont whether it was in orde? 
to amend by including sufferers by 
| the recent flood in Massachusetts. 


(To be continued in the 
issue of March 27.) 


“CONGRESS AS SANTA CLAUS,” ETc. Cort” 
RIGHT, 1932, THe Micure Company, CHA 
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wholly on precedents like the Vene- 
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March 20, 1939 


The United States News 


“The Yeas and Nays” 


Editor’s Note: Letters of com- 
ment and suggestion are invited. 
Those not intended for publication, 
and those to which writers desire to 
nave only their initials attached if 
published should be so marked. 
Even if initials only are to be 
printed, letters must be signed and 
address given. 


Selecting Federal Judges 


Sir:—Referring to the “question of 


TITLE REG U 5. PAT. 


+ details of American life, but I can’t ac- 


the week” in your issue of Feb. 27, I 
think the method now used in the | 
selection of Federal judges is as good | 


as we can expect. 
satisfactory. Politics seem to play a very 
important role in the selection, first, by 
a President making a nomination; sec- 
onc. by the ability of Senators from 


It is not altogether | 


the State where the vacancy exists to | 


prevent the confirmation of this candi- 
date, no matter how well qualified the 
cendidate is—there are these objections; 
in other words, political objections. 

Neither party should play politics in 
the selection of judges, the nominee 
being qualified by learning, character 
and ability. 

I would recommend a national com- 
mittee, completely severed from politics, 
to make a survey of the entire field, 
with one purpose in mind, to find the 
person that has ability, character, judi- 
cial temperament and experience, this 
committee to advise both President and 
Senate. 

If such a system were introduced, an 
honest, efficient and independent judi- 
ciary could be maintained. 

ALBERT H. WESTPHAL. 
Detroit, Mich. 


k kt 
An Enemy of “Isms” Speaks 


Sir:—Why does this country tolerate 
Communist, Fascist and Nazi leagues, 


units, bunds, or whatever else you choose | 


to call them? 

I think that every alien, or even citi- 
zen of the United States, who joins such 
an organization should be sent to the 
country whose principles they uphold. 

Why do we permit this foreign element 


to act as if they were in their own coun- | 
try, even going so far as to be in uni- | 


form, and putting their country’s flag 
before our own? 
ANNA L. WILLIARD. 
Philadelphia, Pa. 


After the NYA—What? 


Sir:—Your rotogravure section of Feb. 
13 pictured the youth, Marcus Jones, ap- 
plying for and receiving Government 
help through college. For this he must 
be duly thankful and ready to do what 
the Government asks him to do in the 
future. 

But the picture went no farther than 
his college career. Why not show a pic- 
ture of what is in store for this youth 
when he gets out of school? 

If the present trend of Government 
continues, the industry that might have 
employed Marcus Jones is no longer ex- 
istent and we find him employed by 
WPA. Later on, if he engages in busi- 
ness or farming, he moves as an automa- 
ton under the guidance of Washington. 

Or, should there be a “threat of war” 
and the man in the White House set 
himself up as dictator in fact, we might 
visualize a picture of Marcus Jones as & 
serf, laboring where and when the man 
in the White House wills. No longer may 
he enjoy the privileges of free speech, 


» the right to assemble and petition and 


a fair trial by jury. Failing to render 
fealty to the man who helped him 
through college, Marcus Jones might 
be purged, thrown in a concentration 
camp or lose his head on the chopping 
block. It has happened before in civi- 
lized countries and it could happen here. 
E. F. ROUTH. 
Salem, Ind. 


x * 


“Rewriting” the Constitution 
Sir:—I note with great interest what 
you nave had to say on the editorial page 
of The United States News relative to the 
duuies of the two major parties at this 
Particular juncture in National affairs. 


In the issue of Feruary 20, under the 
fap‘ion, “An Appeal for Realism,” you 
“Let us be honest with ourselves— 
the commerce clause of the Constitution 
has been, in effect, rewritten in the last 
three years by the Supreme Court of 
the United States. We have matured as 
4 nation, we have grown up.” 

I offer no dissent to the conclusion 
that (he commerce clause has been re- 
Written, but I most earnestly dissent to 
your apparent approval of the same, 
Which is indicated in the concluding sen- 
lence quoted. 

There may. be some. valid reason for 
Tewriting the tommerce clause of the 
Constitution, but there is but little, if 
any, reason for the Court to have re- 
Written it. To change or rewrite the 
Constitution is no function of the Court, 
but the function of the people. True, it 
is no easy business to change the Con- 
‘ituuion by amendment. But there is 
no evidence that it was intended that 
the Constitution was to be éasily changed, 
anc reason and logic support the con- 
trary conclusion, 

If the Court may rewrite the com- 
merce Clause, it may rewrite the Bill of 
Rights, and thereby strike down such 
guarantees as the freedom of speech, 
Press, or worship. 

Yes, the commerce clause has been 
Tewritten. Possibly so as. to include the 
fontrol from Washington of the very 


bureaucracy; 
upon a declaration of war this bureau- 


cept the conclusion that we have reached 
any normal national maturity by reason 
thereof. 
a healthy crop of dragon’s teeth. The 
people may conclude that they have 


United Mine Workers 
On the contrary, we have sown | 


been shortchanged in this business of | 
| Senate. 


amending the Constitution by the Court. 

Then it will be “just too bad.” 

Greensboro, N. C. JOHN W. HESTER. 
x* * 


Reshuffling the Bureaus 


Sir:—Why not avoid worse chaos? 

Why should the country be thrust into 
the maelstrom of reorganization, neces- 
Sary as it is, at this crucial time? 

Now, when people are lulled by resto- 
ration of a measure of sanity; now, when 
there is danger of war, is no time for 
reorganization. 


When the Government (Democratic or 
Republican, we care not a tuppence!) 
is conducted with wisdom, not whim; 

when a more settled state of 
affairs would warrant calm judgment in 
carrying into effect so great a project, 
then, and then only, is reorganization 
of the Federal Government in order. 
HAMMOND SHERWOOD. 
Clinton, Conn. 


x 


Perils of Bureaucracy 


Sir:—In your Feb. 6 editorial you say 
thai many of Mr. Roosevelt's critics 


+ LABOR: MINE WAGES AND INTER-UNION PEACE + 


HEN the Appalachian bituminous ¢ ence, the AFL committee returned + 
W to Washington to discuss with AFL 
leaders the parley’s progress and to 
lay plans for resumption of the peace 


coal mine operators and the 
(CIO) locked 
horns over a new union contract, 
repercussions of the meeting ex- 
tended to the AFL-CIO peace confer- 


ence and even to the United States 


The coal management and labor 


_ groups met in New York to write a 


two-year contract replacing the one 
which expires March 31. 

Under the present contract, the 
miners earn $5.60 a day in the south 


and $6 a day in the north. They 


work five seven-hour days a week. 
About 180 work days were available 
to the miners last year, and the av- 
erage annual pay ran around $686. 

John L. Lewis, president of the 


' CIO and also of the United Mine 


have misguidedly carried their emotions | 


on domestic problems to the point where asked for a 50 -cents-a-day wage cut. 


they actually do not trust him on for- 
eign policies, and that it is argued that 
in war-time centralized government is 
acquiesced in and “third terms” become 
plausible. 


How can we have faith in a President 


whose public utterances in the past six | 
years constitute an unparalleled record | 


of contradictions, who has sought to 
increase the extraordinary emergency 
powers granted him by methods un- 
worthy of his high office? 


Compare the number of Federal em- | 


ployees before we entered 


the World | 


War with the huge, intrenched New Deal | 


then ‘bear in 


cratic menace would be doubled or trip- 
led. Do you honestly believe that so 
powerful a bureaucratic structure could 
he disbanded without domestic upheaval? 

It has truthfully been said: “Open 
diplomacy is democracy’s only safeguard 
against sabotage at home and abroad 
Ly its own trusted leaders. . . . Open 
diplomacy, too, is inseparable from dem- 
ocratie procedure.” 

To this, we, the critics of Mr. Roose- 
velt, subscribe, but we do not oppose 
honest policies of defense for war. 

E. A. LINDAHL. 

Oakland, Calif. 


mind that 


Workers, set about the business of 
elevating the working conditions of 
the 320,000 miners in his union. 

Initial union demands were for a 
50-cents-a-day wage increase, a low- 
ering of the work-week from 35 to 30 
hours, a guarantee of 200 working 
days a year and two weeks’ vacation 
with pay each year. 


Mine Operators Point 
To Industry’s Losses 


The mine operators, who control 
two-thirds of the nation’s bituminous 
coal production, immediately pointed 
to the 100-million-dollar loss suf- 
fered by the industry last year and 


Whereupon management and la- 
bor groups buckled down to the task 
of working out a compromise agree- 
ment, and the effects of this buck- 
ling down extended elsewhere. 

First effect was felt on the AFL- 
CIO peace conference. Mr. Lewis 
and Philip Murray are members of 
the coal conference committee and 
the peace conference committee. 
Therefore, the peace conference re- 
cessed for ten days to permit Messrs. 
Lewis and Murray to engage in the 
coal conference. 

When the recess was called, the 
peace conference was reported to 
have been discussing the AFL pro- 
posal which had been unacceptable 
to the CIO in the first peace confer- 
ence during the fall and early winter 


Of 1937, 


Under this proposal, each conflict 
between an AFL and CIO union— 
such as those existing in the elec- 
trical, maritime, woodworking, min- 
ing and longshoremen fields—would 
be ironed out in individual confer- 
ence before any over-all agreement 
could be reached between AFL and 
CIO. . 

While the CIO negotiators turned 
their attention to the coal confer- 


conferences March 24. 


Effects ofthe coal conference were + to hold public hearings at once on hearings because he feels they might 
_ upset tne AFL-CIO conference. AFL 


felt also in the Senate. 


Recess by the peace conference | 
tne 
Committee on Education and Labor — 


brought renewed pressure on 


the several bills. to amend the Wag- 
ner Labcr Relations Act. 
Thomas (Dem.), of Utah, chairman 
of the, committee, had postponed 


Senator | 


is just as insistent the Act be 
amended as CIO is that it be left un- 
touched. 


SEE YOU 


a 


taxes (if any), optional equipment, accessories — extra. 


AND UP, delivered at De- 
troit, subject to change 
without notice. Trans- 
portation, state and local 


Nothing means more 


BUILT CADILLAC 


& GENERAL MOTORS VALUE 


WHEN YOU SAY that a car is designed and built 


by Cadillac, you pay it the highest possible 
tribute. For thirty-seven years, Cadillac engi- 
neering and manufacturing have been a stand- 


ard for the whole world. 


And LaSalle is a 


Cadillac product through and through, It has 


Cadillac V-8 performance.. 


And, 


above all, it has 


Cadillac prestige. 
LaSalle now sells at an amazingly low price. 
By all means, look at LaSalle before you buy! 


R NEAREST CADILLAC-LA SALLE DEALER 


It has Cadillac 
comfort—Cadillac safety—and Cadillac beauty, 


Yet 


“Be 


TELEVISION EXPERT BAYS: 


READY? A television broadcast is about to begin. 
Everyone feels the excitement. Philco engineer Richard 
E. Waggener knows exactly what to do. He passes Camels, 


takes one himself .. 


.a mild, good-tasting Camel! “It’s 


grand for one’s poise to let up and light up a Camel.” 


* 


250 WORDS PER MINUTE! Harry L. White can take 
down legal testimony up to 250 words per minute, for he 
is an expert court reporter. “After catching questions and 
answers on the fly, hour after hour, believe me, it feels good 
to let up—light up a Camel. ‘I’d walk a mile fora Camel!’” 
Camels have the rich, ripe flavor of finer, milder tobaccos. 
You'll find those choice tobaccos do make a difference! 


PHOTO JUST RELEASED of Dick Waggener 
directing Katharine Aldridge and Shane Kelly. 
Dick is one of many experts in television who find 
Camels just right for steady smoking. Let up—light 
up a Camel, the cigarette of costlier tobaccos. 


RECEIVING with a home set: Mrs. Dorothy Temple, 
who runs a home, has a job too. She is enjoying a cigarette 
—a Camab-for, like so many women, she finds a delicate 
fragrance in Camels that is very appealing. “Camels taste 
so good,” she says. “They do have a wonderful mildness. 


“Camels 


” 


FOR 


Copyright, 1989 
R.J. Reynolds Tobaces 
Company 
Winston- om. N.O, 


THE SMILE OF ANTICIPATION: 
Dick finds a moment to enjoy a Camel. 
are different,” 
full-lavored. I smoke al! I want, and they 
never jangle my nerves.” 


he says, “mild, 


SMOKING PLEASURE 
AT ITS BEST— 
CAMELS 


m » 
» 
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THE LEGISLATIVE 
MILL IN ACTION 


ITH Speaker of the House William B. Bank- 
W head predicting an early June adjournment, 
Congress is applying itself more vigorously to the 
routine job of appropriating money for normal 
Government expenses next year. 

Each Congress usually tries to get this business 
out of the way early in the session, before it 
turns its attention to current national problems. 

The President submits his budget at the start 
of the session, Congress breaks down the total 
amount requested for expenses into a dezen 
separate bills and then passes each in order. 

If Speaker Bankhead’s predic‘ion is correct, 
the present session of Congress is about half 
completed. But the normal expenses for next 
year are not yet approved. 

Thus Congress devoted most of its energies last 
week to these so-called supply bills in an effort to 
clear the deck for action on the more pressing 
national problems. 

The Senate passed a 22-million-dollar appro- 
priation for the legislative branch of Govern- 
ment next year and sent the bill to conference 
with representatives of the House to iron out 
minor differences between the Senate and House 
bills. 


Fund of 1,700 Millions 


For Two Departments 


The Senate also passed an appropriation of 
1.700 million dollars for the Treasury and Post 
Office Departments and sent that to conference. 


Previously a conference committee had made 
reports on two more appropriation bills — one 
covering certain deficiencies existing this year 
and another supplying funds for the Govern- 
ment’s independent agencies next year. 


The Independent Offices Bill calls for an ap- 
propriation of 1,800 million dollars. The confer- 
ence reports on both this and the deficiency bill 
were approved and they are now law. 


Thus the record on supply bills now stands: 
Three now law; six approved by the House, five 
approved by the Senate. Both Houses must take 
up half a dozen more. 


One of those remaining on the House sched- 
ule already is being considered, for the Repre- 
sentatives were discussing the appropriation for 
the Interior Department at the end of the week. 
The remaining ones have not yet been reported 
by the House appropriations committee, where 
all must originate. 


Concentration on the supply bills last week 
afforded observers an opportunity to examine 
the extent to which Congress might practice the 
economy it preaches. 


Another Increase 


In Federal Expenses 


Examination discloses that, although Govern- 
ment expenses last year reached a record high 
for peace time, the appropriations this year are 
even greater. 

Of the bills which have been approved by 
the House, three call for increases over last year 
totalling 560 million dollars and another calls 
for a reduction of half a million dollars. 


Interspersing talk in its action on supply bills, 
each house of Congress debated other important 
matters. 

Senators turned their attention to the bill 
which would allow President Roosevelt limited 


aubhdrity to shift Government bureaus in an 


effort to achieve greater economy and efficiency. 
They also discussed the national defense policy, 
the proposed 120-million-dollar credit to be ad- 
vanced to Brazil, and the slum-clearance and 
housing program. 

Of interest was the discussion over Senator 
Barkley’s amendment to the Army Air Corps Ex- 
pansion Bill in the conference between Senate 
and House committees. 

The Barkley amendment, in its original form, 
would have prevented the award of Government 
contracts to any firm accused of violating the 
Wagner Labor Relations Act. It was later mod- 
erated to bar contracts only to firms found guilty 
of violating the Act. Finally the conference dis- 
carded the amendment altogether. 7 

As reported to each house by the conference 
committee, the bill calls for an appropriation of 
358 million dollars to build 6,000 planes for the 
Army. (The House bill called for only 5,500 
planes.) Also, profits to plane manufacturers 
were limited to twelve per cent. 


Committee Declines 
To Extend. Social Security 


The House Ways and Means Committee also 
“contributed another item to the flow of news from 
Capitol Hill when it voted unanimously to defer 
any action on the inclusion of farm labor, domes- 
tic help and employes of religious, charitable and 
non-profit institutions in the Social Security sys- 
tem. The Social Security Board had recommended 
that such workers be brought into the system, but 
tl e committee indicated that the proposals raised 
problems which could not be solved before the 
end of the present session. 

While these matters held sway in the news, 
President Roosevelt spurred Congress to action on 
the relief question. (See newsgram in column 5.) 
With the approach of April 1, bringing with it 
the imminent discharge of nearly half a million 
WPA workers, the President for the second time 
asked Congress to restore the 150 million dollars 
which it cut from his requested WPA appropria- 
tion in January. 

Of the bills and resolutions introduced during 
the week, one advanced jointly by Senator Pitt- 
man (Dem.), of Nevada, and Rep. Bloom (Dem.), 
of New York, commanded much attention. 

This resolution, of which Senator Pittman, 
chairman of the Senate Committee on Foreign 
Relations, is author, would permit the President 
to sell warships and afms of United States manu- 
facture at his discretion. Also, it would permit 


him to give the secrets concerning their manu- 
facture and operation to Latin American coun- 
tries in an effort to sustain continental soli- 
darity. 


| 
| 


—Harris & Ewing 


Someone Seems to Have Put the “Finger” on Congress 


tee President started something when he suggested that he favored 

the finger printing of all Government officials and employes. To 

start the ink smudging, FBI Director J. Edgar Hoover took the prints 

Left to right: Senator Herring, Senator 

Mead, the Vice President, Senate Secretary Halsey, Columnist Walter 
Winchell and Mr. Hoover. 


of Vice President Garner. 


gt Pius L. Schwert, former big league baseballer, is coaching the 
House pages’ baseball team this year. Calling the youngsters out 
for their first practice, the Representative from New York gave them 
some inside tricks on how to finger the ball and bat. The photograph, 
taken from between the legs of one of the players, shows Representa- 


tive Schwert behind the catcher’s glove. 


+ THE VOICE OF CONGRESS + 


Debt Defaults and Our New Foreign Loans: 
The Senate Debates the “Deal” with Brazil 


Ramifications of the plan of the United States 4 ernment, because, forsooth, without an act of Congress, 


Government to extend $120,000,000 credit and 
money to the government of Brazil, in the midst of 
a stressful European situation and a reported exz- 
panding armament program of the Rio government, 
were under debate in the Senate last week, without 
any pending proposal or action in that body. The 
debate widened into discussion of past loans, public 
or private, to governments across the seas, High- 
lights of the Senate debate follow: 


R. LEWIS (Dem.), IIl., Majority Whip: My atten- 

tion is arrested by the announcement that this Gov- 
ernment has entered upon some contract or plan for 
advancing its credit to the government of Brazil. I 
describe the plan as one of lending its money to Brazil. 
I am informed that is being done by indirect method 
of having an institution which has been created under 
our Government, called the Export-Import Bank, to 
serve as the agency for an underground, subterranean 
process that violates the law. 

I observe also that there is an assumption that if the 
money can be obtained from this Government and its 
people in such sums as is assumed, some portion of it, 
unless I misconstrue the action, is to be dribbled and 
trickled at certain periods, at the end of certain months, 
as a part of the interest due for years by the Govern- 
ment of Brazil upon bonds that are held by the Ameri- 
can people, bonds which, up to this point, have been 
not only wholly in default but fraudulently maintained. 


Brazil’s Agreement 

For German Trade 
I am pained to observe that when we are assuming 
to extend favors to Brazil, Brazil at the same time, 
within the last two weeks, has closed an arrangement 


with Germany by which the machinery of Germany is 
to be sold to Brazil. 


I have observed that the reports and the promises 


assume the payment to be of interest on certain bonds - 


held in the United States. This honorable body will not 
forget that 11 years ago a similar promise was made. 

The Senate will not neglect to note that six times 
the promise was revived and repeated, but that in the 
meantime the bonds on which no money has been paid 
were held by the American public. No interest is 
being paid; but the bonds are being negotiated, where- 
ever possible, to the citizens of the United States. 

Mr. REYNOLDS (Dem.), N. Car.: Will the Senator 
be good enough to advise this body why the United 
States Government finds it necessary to gain favor with 
Brazil by lending her $120,000,000 of the taxpayers’ 
money when, in truth and in fact, the people of the 
United States buy more than 40 per cent of all the 
exports from Brazil? 

I have been informed—whether or not the informa- 
tion is correct I am unable to say—that a portion of the 
$120,000,000 which it is proposed to lend to Brazil is to 
be utilized in repaying the British Government for cer- 
tain obligations that are due at the present time from 
Brazil. 

Mr. ASHURST (Dem.), Ariz.: Surely we are not to 
contemplate with equanimity the statement that an of- 
ficial of the United States Government proposes to loan 
$120,000,000, or any other sum, to a foreign power with- 
out the authority of Congress for such loan, because if 
there be one subject upon which the people of the 
United States have made themselves vocal, upon which 
we, indeed, know their views, it is that not a-dollar 
should be loaned to a foreign governemnt unless and un- 
til that government gives safe and good security for 
the repayment of such money. 

It is the policy of foreign governments, it is a part 
of their scheme, a part of their plan or life, never to 
repay a dollar to the United States if they can avoid 
doing so. (Mr. Ashurst excepted Finland.) I do not per- 
ceive how, under the Constitution, an official of the 
United States may lend any money to a foreign gov- 


it would be a violation of the law; indeed, it would be 
a violation of that which is higher than the law—the 
common judgment and fixed determination of the 
American people. 

Mr. REYNOLDS: Only a few weeks ago it was re- 
ported to the Congress, through the press, that the 
Brazilian Government had outlined a 5-year armament 
program under which, according to the press, they pro- 
posed to make an expenditure of $100,000,000. The 
same press report stated that more than $70,000,000 of 


How and why is the Government, 
through the State Department, RFC 
and the Export-Import Bank, extend- 
ing, directly or indirectly, $120,000,- 
000 of credit or loans to the Brazilian 
government without express sanction 
of Congress? Senators are curious 
and hints of violation of law, of the 
Constitution, or of “the common judg- 
ment of the American people” are 
flung into debate as the Administra- 
tion plan is attacked and defended. 
How the Brazilian credit and past 
loans to other governments are viewed 
at the Capitol is told in the accom- 
panying excerpts from Senate debate. 


that sum would go to Germany for armament, approxi- 
mately fifteen or twenty million dollars would go to 
the British Government for armament, and that the 
United States would be favored by the Brazilian Gov- 
ernment as the result of its contemplated purchase of 
about $7,000,000 worth of airplane equipment. 

Now, I observe, we are on the verge of making a 
$120,000,000 loan to Brazil; and I wish to direct the 
attention of the Senate to the fact that only a short time 
ago this Government is said to have loaned more than 
$25,000,000 to the Republic of China. 

Mr. GLASS (Dem.), Va.: Senators have short memo- 
ries. The Senate and the Congress a few days ago, 
without a single dissent, extended the life of the abom- 
inable Export-Import Bank, and not only extended its 
life, but increased its authority to loan.. It gets its 
funds from the Reconstruction Finance Corporation. I 
assume that under this enactment of the Congress, 
which passed this body without dissent, the loan re- 
ferred to is being made. All appropriations come out 
of the United States Treasury, just as all the money the 
Congress appropriates for relief comes out of the tax- 
payers, but the taxpayers do not seem to have sufficient 
Sense to know it. 


Mr. BARKLEY (Dem.), Ky., Majority Leader: The - 


Export-Import Bank was created by authority of Con- 
gress for the purpose of helping to facilitate the expor- 
tation of American products to foreign markets.. Its ac- 
tivities have been very largely limited to the help which 
it has granted to enable American exporters to find mar- 
kets and to finance the exportation of American prod- 
ucts to foreign countries. | 

I have not seen a copy of the agreement entered into 
between Mr. Hull, as Secretary of State, and the former 
Ambassador from Brazil, Mr. Aranha, who has been in 
this country for the past few weeks, but I understand 
that it is predicated somewhat upon the same situation 
to which the Senator from North Carolina referred a 
moment ago in regard to a so-called loan to China. 


+ 


I do not understand that Secretary Hull has entered 
into any agreement to loan directly to the Brazilian Gov- 
ernment a certain amount of money—and the Export- 
Import Bank would not have any authority to do that— 
but that it is a credit which has been made available 
for the purpose of enabling Brazil, either through some 
agency of its own or through some private organization 
operating under the Government, to purchase a large 
quantity of American products. 


Certainly I do not understand that the agreement 


contemplates that $70,000,000 of money advanced by the 


Export-Import Bank is to be spent in Germany or is to 
be used to repay Great Britain or anybody in England 
any debt that the Brazilian people may owe. 

Mr. REYNOLDS: If the Chinese Government bor- 
rows $25,000,000 from a corporation that is organized 
and operating in the city of New York and the corpora- 
tion thus organized and operating in the city of New 
York borrows $25,000,000 from the Reconstruction 
Finance Corporation, I will ask the Senator if the Re- 
public of China is not getting its money from the tax- 
payers of the United States. 


Similar Arrangement 
Made With Brazil 


Mr. LEWIS: There is no law that touches China 
wherein the law prohibits loans to a country fin default 
of its debt when its debt is held by the United States. 
Secondly, sir, regarding the institution called the Ex- 
port-Import Bank, I do not know what has possessed 
officials in these latter days by which it is assumed 
that we must adopt this circumlocutory process of sub- 
terranean reachings to achieve some object which could 
be accomplished just as well plainly and outwardly, with 
the object disclosed and its purposes revealed. 

I cannot agree that because a thing is done by these 
indirect methods and in this indirect manner it becomes 
legal, whereas otherwise on its face it would be con- 
fessed to be illegal and in violation of law. 

Mr. BARKLEY: The question whether it was a vio- 
lation of law for the Export-Import Bank to make this 
arrangementt is one upon which there might be differ- 
ence of opinion. It is not my understanding that the 
Brazilian Government is in default .of any obligation it 
owes to the Government of the United States. 

Mr. BORAH (Rep.), Ida.: Suppose the $25,000,000 
loaned to China and the $120,000,000 loaned to Brazil, 
whether in the form of a direct loan or in the form of 
an advance of credit, are never repaid: The loss will 
finally fall on the taxpayers of the United States, will 
it not? 

Mr. BARKLEY: I assume so; just as we might say 
that if the $3,000,000,000 which the Home Owners’ Loan 
Corporation has loaned is never repaid by the home 
owners, the taxpayers of the United States, of course, 
will suffer, and the same thing is true of all the other 
loaning agencies which have been created. They may be 
called fictions of law, but they are corporations. 

Mr. BORAH: Of course, if the Home Owners’ Loan 
Corporation becomes a failure, the taxpayers will have to 
settle, but in that matter we are dealing with our own 
people. We are endeavoring to take care of them under 
adverse circumstances. 

But I do not think the taxpayers are willing to engage 
in loans all over the world, knowing that they will 
have to take care of them in case of failure to pay, and, 
judging the future by the past, there will be a failure 
to pay. 

We now have some $12,000,000,000 of obligations due 
and unpaid. The taxpayers of this country will have 
to pay them, and so far as dictators and republics and 
democracies are concerned, there is no difference be- 
tween them when they come to pay debts. They de- 
fault just the same in one instance as in the other. Italy 
and Great Britain stand side by side in their defalcation 
and refusal to pay the honorable debts which were con- 
tracted during and after the war. 
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RELIEF EXPENSES" 
VS. ECONOMY 


of President Roosevelt's third 
relief message raises once again in the halls 
of Congress the perplexing problem of how to 
care for the Nation’s ten million unemployed. 

What the President wants right now is restora. 
tion of the 150 million dollars by which Congress 
cut his first request for work relief money. 

Soon after Congress convened, Mr. Roosevelt 
asked 875 million dollars to support WPA, the 
Government’s work relief agency, through the 
rest of the fiscal year, which ends June 30. 


An emergency was in sight at that time be- 
cause WPA's funds were due to run out around 
February 1.° Congress granted only 725 million 
after the economy bloc had gained the balance of 
power. 

Because this was less than the estimated need, 
Congress provided that no more than 5 per cent 
of the three million on WPA rolls could be drop- 
ped before April 1, thereby preventing wholesale 
firing during the winter months. Furthermore, 
Congress invited the President to seek more 
money later if it became necessary. 


President’s Request 


Pigeonholed in Congress 


In signing that bill, Mr. Roosevelt said that 
WPA would need the other 150 million dollars, 
but Congress tabled this request. 


Now comes a third request as the April 1 dead- 
line draws near. 


If the request for 150 million dollars is not 
granted, the President tells Congress, the WPA 
will be forced to drop nearly one-half of its three 
million workers between April 1 and June 30. 


“Since my messages of January and February.” 
wrote the President, “a careful check-up shows 
that there has been no substantial change in the 
conditions of unemployment... . 


“The insufficiency of the money appropriated 
will compel the Administrator to discharge 
about a million and a quarter actual workers in 
the immediate future. 


“I cannot bring myself to believe that these 
discharged men and women will contribute to 
the prosperity of the United States. ... 


“Therefore, the responsibility for the situation 
in which all these people will find ‘themselves 
during the coming three months rests of neces- 
sity within the decision of the Congress of the 
United States.” 


The President’s request, and this explanation 
for it, come close on the heels of rising pressure 
from the economy bloc in Congress to cut down 
on relief expenditures and attempt to bring the 
Federal budget into balance. 


Economy Question 
Takes Limelight 


Thus a part of the fight is expected to revolve 
around a problem much broader than relief—the 
problem of whether or not the Government 
should continue to spend far more than it re- 
ceives. 

Senators and Representatives who oppose the 
President’s request for more WPA money protest 
that they do not want to see a single needy and 
deserving person dropped from the relief rolls. 
Their objection is based on the belief that WPA 
is unnecessarily expensive and that the original 
grant of 725 million dollars would suffice if WPA 
were conducted more efficiently and if undeserv- 
ing persons were weeded out of the relief rolls. 


The WPA already has taken steps to meet these 
criticisms. It has dropped some 30,000 aliens 
from the rolls. It is conducting a thorough check- 
up of relief cases in an attempt to eliminate 
persons who have other means of support be- 
sides WPA. The WPA checkup is not complete 
yet, but the President says only 5 per cent of 
relief workers are on the rolls fraudulently. 

Furthermore, WPA Administrator Harrington 
has reorganized the administrative setup of the 
Federal work relief agency to provide greater 
efficiency and tighter control of local WPA pro- 
jects. 

Yet Congress remains unconvinced, on the 
whole, that a careful investigation of work relief 
would not disclose great opportunities for saving. 

Out of this sentiment came the proposal by 
Senator Vandenberg (Rep.J, of Michigan, tha' 
Congress, instead of granting 150 million dollars 
now, simply shorten by one month the perica 
over which the 725 million dollars is to be spen'. 
In other words, while Congress originally pro- 
vided 725 miilion dollars for the period ending 
June 30, Senator Vandenberg would amend the 
bill so that the period would end May 31. 

This proposal would kill two birds with the 
same stone. It would postpone the April 1 emer- 
gency and it would give Congress until May 31 to 
conduct its own research for possible economies 
in work relief administration. 


Record of Legislation 


of cotton acreage allotmen’s 
not planted by farmer (S. 660); President signe“ 
March 14. 


Appropriations to maintain Treasury and Post O° 
fice Departments next fiscal year, $1,698,929,114 (H.R 
R. 4492); sent to conference March 15. 


Appropriations for appproximately 40 independen' 
agencies, outside the Executive Departments, for nex» 
fiscal year, $1,668,218,346 (H.R. 3743); Presiden: 
signed March 16. 


Legislative appropriation bill to maintain Congress. 
Library of Congress, etc:; next fiscal year, $21,984,599 
(H. R. 4218); sent to conference March 15.. 

First deficiency bill making $23,765,041 immediately 
available, including additional grants of $9,000,000 ‘° 
States for unemployment compensation under Socia! 
Security Board, $5,000,000 for rehabilitation in Ne¥ 
England 1938 hurricane area, and $3,000,000 to com- 
bat grasshoppers and chinchbugs, (H. R. 2865's 


President signed March 15, 
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March 20, 1939 


The United States News 


The Sarpy Gf . 
MACHINES THAT “THINK”: NEW DEVICES 


JTHOUT modern business ma- 
\ chines, such as adding and cal- 
culating machines and the cash reg- 
ister, our modern industrial and 
snancial mechanism soon would bog 
gown in a hopeless detail of tedious 
hand labor. 

yet only a half century ago the 
vast labor of business bookkeeping 
was done almost entirely by hand. 
The rows of clerks on high Stools, 
scratching. away in musty ledgers, 
were found in every office of any size. 
As the scope of business increased it 
became almost impossible by such 
primitive methods to compile accu- 
rate, fully detailed information on 
daily transactions in large offices. 

But American ingenuity and in- 
ventiveness responded to the needs 
of industry and finance by develop- 
ing business machines just as it met 
the needs of manufacturers by de- 
veloping new machine tools for the 
complicated manufacturing processes 
of mass production. 

So the modern office looks little 
like that of the nineteenth century. 

Where the accounting and book- 


KEEP THE 


ACCOUNTS FOR INDUSTRY 


MILLION 
( VALUE OF 
BUSINESS 
MACHINES 
PRODUCED.) 


VALUE OF 
BUSINESS 
MACHINES 


punched in cards. 


The 1880 census required seven 
years of work for its completion with 
the old “hand methods.” In con- 
trast, the use of machine tabulating 
equipment enabled the computation 
ot the 1930 census results—which 
were the estimated equivalent of 
writing down and adding up some 
$.000,750,000 book entries—-in less 
than two years. 

Another illustration of the saving 
which the modern punch-card ma- 
chines enable the Government to 
make in wage costs is provided by 
the work of the Social Security 
Poard. Without modern punch-card 


through a keyed system of holes | 


machines, it is estimated the Social | 


Security Board would have to employ 
10 times as many people as it does 
to keep its complicated records. 

Banks which must Keep office rec- 
ords and pass book entries, together 
With running totals, now find ma- 
chines available which do this or 
other complicated routines in one 
Insurance companies or 
publie utilities may use machines to 
send out therm pn -emium notices or 
bills with all the necessary informa- 
tion automatically appended. 


“tin 
Operaclon, 


One of the characteristics of the 
business machines manufacturing 
industry is the large expenditures it 
makes for research. 


All this is reflected in the sales 
of the industry. Thus the Census of 
Manufactures shows that in 1937, the 
latest year for which figures are 
available, the sales of the industry 
‘excluding typewriters) totaled $138,. 
071,067, or more than ever before, 
In contrast, sales in’1925, a typically 
prosperous year of the 20s, totaled 
only 98,383,910. 


—— — 


The foregoing is article No. 60 ina 
series on outstanding developments 
in the efficiency of American induse 
tries. An article on another business 
machine—the typewriter—will be 


presented in a later issue. 


THE ENTIRE COST OF THE CCC. 


COULD BE PAID FOR By 


TAXES 
OF THE 


C.C.C. 


+ 
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keeping divisions once depended ] 
solely on clerical pen-and-ink entries 4 
on their ledgers, now there are Ma- | ‘3s * ” 


chines which, in a fraction of the 
time it would take by the old meth- 


of transactions and make the thou- 
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refinements of this basic equipment, + the sole purpose of preventing clerks 4 well as other details of the transac- 


tions has made astounding strides. Known as “thief catchers,” cash 


The Treasury Department shows expenditures of 326 million dollars 


=. 


| for the Civilian Conservation Corps for the fiseal year of 1938, 4 a 
ods. note and record the thousands the mechanization of business opera- | from robbing the cash drawer. tion. The brewing industry pays over a million dollars a day in taxes. ve ; 


sands of entries on which modern 
business depends. 

There is next to nothing that mod- 
ern business machines cannot do. 
Through cash registers, listing, bill- 
ing and bookkeeping machines; ad- 
dressing and mailing machines, elec- 
tric calculating machines, manifold- 
ing machines, card-tabulating ma- 


~ehines and scores of variations and 


Tabulating and accounting ma- 
chines originated as the result of 
the work of Dr. Herman Hollerith, 
who, at the time he conceived the 
idea of developing a mechanical 
tabulating device, was working on 
the 1880 census. 

Dr. Hollerith’s machine first was 
tried successfully in the 1890 census. 
It operated by selecting or reading 
information by means of contacts 


In many instances business ma- 
chines enable business men to pass 
cn savings to consumers as they pro- 
vide a means of keeping a check on 
losses. And they make possible 
many services which otherwise would 
be prohibitively expensive, 


registers were objected to by clerks 
and for a time they placed every pos- 
sible obstacle in the way of the sales- 
men. 

The modern: cash register often 
does much more than merely ring | 
up the amount of a sale. It may re- 

One of the principal business ma- cord the article sold by a certain 
chines, of course, is the cash regis- , classification, its price, the sales tax, 
ter. It was invented about 1880 with | the number of the Salesperson, as | 


Over 400 million dollars in taxes every 
year. Over 1,000,000 jobs. A market for 
3,000,000 farm acres of produce. 


The brewing industry would like to pre- 
serve for itself and the people the many 
economic benefits it has created in the past 
five years. Brewers everywhere realize that 
this is a question bound up with the proper 


What Beer contributes to the re-building 
of America would fill a great volume 


\ 


distribution of- their mild and wholesome 
beverage through retail outlets whose char- 
» acter will be a credit to the community. 


Obviously, the brewers can enforce no laws, 


SENT FREE ON REQUEST: A booklet giving interesting facts about beer, 


But they can—and will—cooperate with 
the local law-enforcement authorities, They 
will cooperate with every group—friend or 
critic —to the end that retail beer outlets 
give no offense to anyone, 


at 


~ 


and discussing the brewers’ self-regulatory program. Address: United 
Brewers Industrial Foundation, Dept. K, 21 East 40th New York. 
— 
Beer...a Beverage of Moderation “Si 
| — 
| * 
| 
| : were putoutofeerviceand 
1; 201 communities cut off 
> > from the outside world, 
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r 
| 
‘ 
Western Electric replaces ag 
ments in three weeks fol- 
lowing the hurricane 
t totaled more than 1200 
carloads of materials. , 
“That remind Pardner. I reck ‘Il both be 
e That reminds me, Pardner. I reckon we oth be 
. wantin’ copies of The Sun’s World’s Fair Issue 
d the Servi Supply i d 
SATURDAY, APRIL 29. The New York RESERVE your copy now. Send the coupon eee All Crvice of uipy y is rea y 
Sun will bring the World’s Fair to its readers in with remittance to insure prompt delivery of The Be siiiaa po a ] PO in 
ny day —perhaps tomorrow—in any part of 
an outstanding issue that has been two years in Sun’s 1939 World’s Fair Issue. ‘omen | y uay—f} P ) } 
Construction “erews were the country, turbulent nature may strike down 
Timely, ele aut | NEW SDEALERS: Write for wholesale rates and place your order at the telephone lines. 
will cover this amazing project with the editorial once. The edition wil be limited, Don't disappoint your customers, 4 of eable and wire, af 
6 thoroughness and interest for which The Sun is ., Then hurry calls will pour in to Western 
noted. Ihe - Electric for telephones, cable, switchboards, 
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R As a journalistic achievement, as a valuable guide : NEW YORK posts | | PI | | 
to the fair, as a souvenir and lasting record, | Scans And immediately materials will begin {o move 
this issue will be something youl! want to read by rail, water, highway and air—and factories* 
n and keep THE NEW YORK SUN, Dept. W. go on a 21-hour basis. So Western Electric backs 
‘Sib-ieyeseionbeaeomnens ‘ up your telephone company in the quick restor- 
SS. ADVERTISERS will find it particularly Por the 10 cents inclosed (30 cents for foreign addresses), ig 
59S ‘ to cover cost of postage. wrapping and handling, please ation of sery ice, 
en appropriate as a medium for their announcements : send a copy of The New York Sun of Saturday, April 29, : ) | ae ; 
because this striking presentation of an outstand- . Lin Piel NEW YORK WORLD'S FAIR 8 In such severe tests and in the day-by-day 
tn ing event will enhance the attention-value of os | | : 7 job, this organization meets its responsibility to 
ew 
BE SURE you get your cop¥. People living : 
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WHY U.S. FAVORS 
BIGGER PROFITS 


Good wishes for larger returns. 
Private industry and Government 


revenue. An income problem. 


NE high Government official after another is 
Q expressing an interest in bigger profits for 
American industry. 

President Roosevelt recently reiteratéd his be- 
lief in the need for more profits. Harry Hop- 
kins, Secretary of Commerce, added his assur- 
ance that, if he could arrange it, business profits 
would be larger. Henry Morgenthau, Secretary 
of the Treasury, emphasizes his wish that busi- 
ness men might earn more. 

This interest in eusiness profits coincides with 


- taxpaying time, and shows the intimate relation- 
ship that exists between the Federal Government 


and the nation’s industry. 

Without a profitable industry, the Govern- 
ment’s tax receipts go down and the Govern- 
ment’s expenses go up. With a profitable indus- 
try, the Government’s tax receipts rise and its 
expenditures can go down. 

At the moment, the President and his Secre- 
tary of the Treasury are having the painful ex- 
perience of declining tax revenues compared 
with one year ago and of rising Government 
costs. 7 


Revival of Prosperity 
As the Sole Remedy 


Only a revived prosperity for private-industry 
can correct that situation. This prosperity would 
produce more profits, and more profits, in turn, 
would result in larger Government revenue. The 
result is that higher business profits are an es- 
sential, if Government finances ever are to be 
brought under control. Likewise, the result is 
that any fear on the part of business men that 
Washington officials want to scuttle the “profit 


“system” can be set at rest. 


The volume of 1938 profit on which income 
taxes have just been paid was sharply lower 
than the 1937 profit. 

The best presently available gauge of that de- 
cline is afforded by a compilation of net profits 
reported by 940 of the country’s leading manu- 
facturing corporations. These profits are after 
depreciation, interest, taxes and other charges 
and reserves, but before dividends had been paid. 


Decline of More Than Half 


Iu 940 Corporations’ Profits 


The National City Bank of New York, which 
made the survey, found that these 940 manufac- 
turing corporations earned $1,545,004,000 in 1937 
and $672,146,000 in 1938—a decline of 56.5 per 
cent. 

At the same time, this study revealed that 
the corporations surveyed had increased their net 
worth from $14,704,992,000 in 1937 to $15,201,921,- 
000 in 1938. On the basis of this net worth— 
which includes the book value of outstanding 
preferred and common stocks combined with the 
surplus account—these corporations earned 10.5 
per cent in 1937 and 4.4 per cent in 1938. 

In other words, big business did earn profits 
even in the latest depression year. The figures 
show that the baking industry, the beverage in- 
dustry and the miscellaneous foodstuffs industry 
even increased their profits in that year. All 
other industries, however, showed declines rang- 
ing from 2.3 per cent in the case of brewing and 
distilling to 94 per cent in the case of building 
equipment. 

The outlook for 1939 profits is regarded by the 
Treasury as much brighter in relation to actual 
1938 profits. But. if 1939 does turn out to be a 
year of larger profits for private industry, those 
profits will not b> taxable until March of 1940. 

At the moment the Treasury is faced with the 
fact of reduced income owing to a contraction in 
the volume of 1938 profits. 


TITLE REGISTERED U. S. PATENT OFFICE 


The Voice 
of Government 


COL. F. HARRINGTON 
Works Progress Administrator 


HE Works Progress: Administration advanced 
T civil and military aviation during the three 
and one-half years ended December 31 with con- 
struction of 154 new airports, extensions or im- 
provements to 494 others and the placing of hun- 
dreds of air navigation aids. 

WPA expenditures for aviation facilities in 
1938 totaled $35,440,894 as the program extended 
to 53 additional airport sites and individual proj- 
ects were completed at the rate of approximately 
one a day. With the beginning of 1939, 37,986 
men were at work on 164,sites providing addi- 
tional facilities essential to the rapidly expand- 
ing aviation industry and the Government’s air- 
plane fleets. 

Long-recognized requirements for the future 
development of flying—commercial, military and 
civil—are being met through the employment of 
able-bodied men who otherwise_would be idle. 

A marked advance has been made in bringing 
ground facilities up to the requirements of mod- 
ern fast transports, increasing air travel and in 
military surveys looking toward any future de- 
fense emergency. 

These physical contributions to aviation have 
been accomplished through the expenditure of 
$112,360,295 in Federal funds and approximately 
$28,000,000 in sponsors’ funds. Prior to WPA, the 
Civil Works 
Emergency Relief Administration spent $24,000,- 
000 on similar proiects. 

(From a statement made public March 19.) 


Administration and the Federal}. 
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TITLE REGISTERED U. S. PATENT OFFICE 


Where Our Prosperity Is Hiding. 


Subsidized Food. 


Boosting Profits 
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A WIDE fluctuation in the volume of spending on “durable goods” 
characterized the post-war recovery and boom period and the de- 


pression period that has followed 1929. 


The chart above, based upon official figures, shows the year-by-year 
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problem, 


change in the amount of this expenditure. An analysis of the meaning 
of the fluctuations in this field of spending is given in the newsgram 
printed below. Here is found an exposition of the country’s recovery 


Mermsqrae DURABLE GOODS, RECOVERY KEY: 
WHERE 60 BILLIONS OF BUSINESS IS WAITING 


renee in the search for recovery con- , 


tinues to be placed upon the need for stim- 
ulating production of “durable goods.” 

Durable goods are classified as goods having 
a longer life than three years. They are sep- 
arated, in turn, into “producers’ durable goods,” 
which include industrial and agricultural plant 
and equipment of all kinds; “consumers’. dur- 
able goods,” which include housing and auto- 
mobiles and household goods; and public con- 
struction. 

It is in the field of durable goods that the 
depression is continuing to center. 

Activity in this field often involves creation 
of debt and involves investment on a large scale. 
There is a sharp contrast with the field of “con- 
sumers’ goods”’—including food and clothing 
and other products—that are bought from cur- 
rent income and used at once. Activity in the. 
field of consumers’ goods never has contracted 
so sharply as in the durable goods field. 


If there now is to be a 
resumption of industrial 
recovery on a broad 
scale, that recovery will 
need to appear in the 


New Recovery 
Due in Field of 


Durable Goods 
field of durable goods. 


The need for such recovery is suggested by 
the chart printed on this page. That chart 
shows the tremendous lag that has occurred in 
durable goods production in the years since 
1929. The production in this field during the 
1920s averaged somewhat more than 21 billion 
dollars a year. Since 1930 that production has 
averaged less than 14 billion dollars a year. 
Here is the suggestion of accumulated needs in 
this field.of more than 60 billion dollars. 


One phase of that lag in durable goods pro- 


duction was the object of comment by Alfred 


P. Sloan, Jr., chairman of General Motors, in his 
report to stockholders of that corporation on 
March 13. Mr. Sloan said: 

“During the past several years the production 
of new industrial equipment has been well be- 
low normal. As a result, there has accumulated 
an important shortage. This reflects itself in a 
reduced efficiency of our production plant, tak- 
ing the economy as a whole, because of the 
effect of normal depreciation as well as obso- 
lescence resulting from technological improve- 
ment. It may well be said, generally speaking, 
that America’s production plant today is largely 
obsolete.” 


“Even if we were to ignore the accumulated 
deficit of the past few years,” Mr. Sloan added, 
“and limit ourselves to a normal production of 


. durable consumers’ goods and capital goods 


during the next few years, there could be made 
available billions of dollars of productivity in- 
volving billions of man-hours of employment 
per year. This would be sufficient to absorb a 


Where recovery lies. The lag in 
durable goods expenditures. A prob- 
lem of investment stimulation. 


large part of the now unemployed that are em- 
ployable.” 


But how to get activity in durable goods pro- 
duction on a greatly increased scale is a prob- 
lem that has baffled everybody since 1929, 


Mr. Hoover thought 
that the way out was to 
deflate the debt that rep- 
resented existing durable 
goods, thereby laying the 
groundwork for a new expansion of investment 
on the basis of the deflated debt structure. This 
method proved very painful. Then Mr. Roose- 
velt tried to get activity by inflating Govern- 
ment debt on top of the private debt structure, 
using Government debt to “prime the pump” of 
industry and thus lead to new investment. This 
method has yet to prove itself. 


The Attempts 
To Find a Way 


Out of Dilemma 


The character of the problem that is involved 
becomes clearer from a glance at the figures 
showing what has been happening in the field 
of durable goods expenditures. 


These figures reveal that during 1938 a total 
of approximately 15 billion dollars was spent 
on durable goods of all kinds—producers’ dur- 
able goods, consumers’ durable goods and 
public construction. Of that total, about 12.5 
billions went for privately owned durable goods 
while about 2.5 billions were spent by Govern- 
ment on public construction. 


The 15 billions spent on durable goods in 1938 | 


represented a declirre of nearly 4 billions from 
the relatively prosperous year 1937, when ex- 
penditures were within striking distance of the 
average that prevailed in the i920s. 


A further breakdown tends to give more of 


, an insight into the recovery problem in the 


durable goods field. 

It is found, for instance, that the largest dur- 
able goods outlays are for household equipment 
—furniture, electrical equipment, heating 
equipment and other fixtures that go into a 
home. Expenditures in that field amounted to 
more than 5 billion dollars in 1937, with some 
falling off in 1938. 


Contrasted. with that 
5-billion-dollar total for 
household goods ex- 
penditures is a total out- 
lay by mining and manu- 
facturing industries for plant and equipment of 
barely 3 billion dollars. Even in the peak year 
of 1929 those industries paid out less than 4 
billions for durable goods. Also, contrasted 
with that is the record expenditure of 850 mil- 
lion dollars made by the electric power indus- 
try, in 1930. That industry spent about 425 mil- 
lions last year, so that even a boom in this much- 
talked-of industry would scarcely produce a 


Where Chances 
For Recovery 


Appear Best 


- ripple in durable goods expenditures. 


Railroads, in fact, are found to be a more im- 
portant factor in the field of durable goods— 
even in a period of acute depression for that in- 
dustry—than is the electric power industry. 

The most striking change, however, is in the 
field of housing. 

The housing industry during the 1920s ac- 
counted for an average yearly expenditure of 
nearly 4 billion dollars. That total fell off to 
270 \widfion dollars in 1934. In that year the 
American people spent nearly five times as 


| much money for automobiles as for homes. 


At present housing expenditures are running 
at the rate of about 1.5 billions a year, but even 
so they still are nearly a billion dollars short of 
the expenditure on automobiles. 


And, contrary to the prevailing public opin- 
ion, outlays for Government-financed construc- 
tion—despite the New Deal emphasis on public 
works of various kinds—is no larger in total 
than it was during the 1920s. Over all, the 1930 
expenditures for public construction totaled 2.8 
billions and those of 1938 totaled 2.6 billions. 

On the basis of the breakdown in the field of 
durable goods expenditures, it appears that the 
greatest backlog of work that needs to be done 
is in the neld of housing, plant and equipment, 
mining and manufacturing and railroad plant. 

L. Scott 


FOOD FOR NEEDY. 
MERCHANTS’ TASK 


Stamps for cash. An outline of 
the newest experiment. Cost as q 
growing factor. 


: organized grocery trade now is preparing 

to cooperate with the Department of Agri. 
culture in its projected experiment designed to 
increase consumption of food by those getting 
public aid of one form or another. 

Grocers, through their national organization, 
have formally approved the idea. If Congress 
is impressed by the way that idea works out in 
practice, and decides to vote the large sums of 
money for which its nation-wide application 
would call, then this country’s food processing 
and distributing industries will be assured of a 
cut in the subsidies that now go to agriculture 
and to the unemployed. 

At the start, Henry Wallace, Secretary of Ag- 
riculture, will have a relatively small amount of 
money to spend. He is empowered to use one. 
third of the nation’s customs receipts for various 
forms of surplus commodity removal, but part of 
that already goes for subsidized export of wheat, 
part for stabilizing butter markets and part, for 
buying surplus products for relief distribution. 

A portion of the money available for buying 
food for relief distribution will be used to start 
the new experiment. 


What Retailer Does 


Under New Program 


From the point of view of the merchant, the 
following factors are involved in the official 
outline: 

1. Local grocers will handle distribution of all 
surplus commodities in the affected communities, 
displacing the present distribution through re- 
lief agencies. 7 

2. No effort will be made at price fixing on 
these surplus commodities nor will an effort be 
made to control the margins fixed by the re- 
tailer. 

3. All food handlers will be advised of the com- 
modities that are designated as “surplus coim- 
modities” by the Secretary of Agriculture. 

4. It is these surplus commodities that are 
most directly affected by the plan, although the 
entire operation will revolve around the use of 
stamps or scrip, rather than cash, in purchases 
by the relief clients. Those on relief, with pa 
of their Government income, will buy stamp 
books getting 50 cents of blue siamps free for 
each $1 worth of orange stamps bought with 
cash. In these books will be two kinds of stamps. 
One orange-colored which can be used to buy 
any foodstuffs; the other blue, which can be 
used to purchase only foodstuffs designated as 
in “surplus.” 

5. Merchants will have to require that stamps 
be detached in their presence, when the holder 
of those stamps is buying food with them, and 
the stamps so used then will be pasted on cards 
to be supplied by the Government. Different 
cards will be used for the orange and the blue 
stamps. 


Cards to be Honored 
By Banks as are Checks 


6. When cards of stamps are made up they can 
be deposited with local banks, just as checks are 
deposited, and they will be honored by the 
United States Treasury in cash. 

7. Orange stamps will be exchangeable for any 
foodstuffs, which will mean any commodity for 
internal human consumption which is not to be 
consumed on the premises. Alcoholic beverages 
and tobacco are ruled out. Drug stores, delica- 
‘tessens and restaurants are not to be included. 

8. Stamps, both orange and blue, will be in 25- 
cent denominations and purchases must involve 
an outlay of 25 cents or more. Any expenditure 
of more than 25 cents but less than 50 cents, and 
SO On up, will have to be paid in cash, as stamp 
books will not contain smaller denominations. 


TITLE REGISTERED U. S. PATENT OFFICE 


The Voice 
of Business 


AUTOMOBILE MANUFACTURERS 
ASSOCIATION 


ORE than half a million dollars a week 3s 

being earned by clerical workers at automo- 
bile plants, a January reckoning shows. Week!’ 
pay rolls for 16,500 men and women perforni:s 
clerical duties “behind the production line’ 
averaged almost 48 per cent higher than in Jan- 
uary, 1935, though production was below ‘he 
levels of ‘four years ago. 

The 35 per cent increase in clerical employ- 
ment is attributable to various factors, includins 
the keeping of social security records, seniority 
records, wages and hours statistics and addl- 
tional income tax bookkeeping. Automobile com- 
panies average about 250 returns a* year to the 
Federal Government and the average number 
of: questions per return is 65. 

Since 1925 the cost of operating a popular 
priced car has come down 40 per cent, due chiefly 
to lower repair and tire expense, a study by the 
Association reveals. 

The study focused attention on _ provisions 
which make repairs and replacements less {fe- 
quent and reduce over-all maintenance costs: 
Overhauling the engine, formerly required eve!y 
30,000 miles, is now deferred to 60,000 miles °F 
longer, while the cost is generally less. 

(From an Association statement.) 


t 


a 
R 
| of s 
| 
| 
Cl 
| the 
Ccapl 
Tl 
rep! 
mitt 
| proy 
(0 fem 
| 
‘ | mar 
tain 
| 
with 
reiie 
| colo. 
| pen 
publ 
shor 
| | | liver 
| Te 
Cink 
| of d 
| Oul 
| | Tha 
| loge 
| | Fed 
| fron 
| | If 
| | qual 
| aval) 
the 
| | the ; 
| | take 
| | dre) 
| | 
| and 
| 
| | Colu 
| WP, 
| age | 
| 
‘iy O 
the 
| | pene 
| | 
W 
same 
| | fami 
il 
mak 
| | need 
| | | W 
| | lel] 
| | adou 
| Prog 
| 
adoy 
lie 
i 800d 
and 
| | treat 
| Class 
| 
| | 
| Cur 
q 


Columbus and Washington run the 


march 20, 1939 


The United States News 


13 


+ arusgratas Are Stock Market Controls Too Rigid? + 


is not going to be+ 


sought through the relaxation 
of stock market regulations so as to 
produce a “boom” on the stock mar- 
ket—at least so far as the Securities 
and Exchange Commission is con- 
cerned. 

Chairman William O. Douglas de- 
fned the attitude of the SEC 
March 15 to reply to a report sug- 
gesting & sweeping amendment of 
the Securities Act.of 1933 and the 
Securities and Exchange Act of 1934 


Do stock exchange “con- 
trols” hamper investment? 
Market officials say “yes”; 
the SEC says “no”. 


which had been submitted the pre- 
ceding day by a committee repre- 
senting 16 national security ex- 
changes. 

Many phases of the present laws, 
the committee contended, are un- 
duly restrictive, with the result that 
they deter the flow of investment 
capital, thus hindering recovery. 

The SEC, in a formal statement, 
replied the next day: 

“The chief proposal of this com- 
mittee is a relaxation of the law 


against market manipulation. 


Stripped of its legal phraseology, this | 
proposal would bring the pool oper- — 


ator back into the market. The SEC 
is unalterably opposed to any at- 
tempt to legalize manipulation in 
the stock market. 

“This proposal is presented on the 
ground that it will aid the capital 
markets. The SEC is deeply con- 
cerned with the problem of main- 


Edward C. Eicher as a member. 


—Harris & Serine 
THE OFFICIAL “FAMILY PORTRAIT” 
bdo first picture to be made of the Securities and Exchange 


Commission since the appointment of former Representative 


Seated, left to right: George C. 


Mathews, Chairman William O. Douglas and Jerome N. Frank. 
E. Healy and Edward C, Eicher. 


Standing, left to right: Robert 


the savings of the investor, through 


“* * * But this Commission cannot 


+ tions for amendment of the manipu- 
the productive channels of industry. | 


| stand idly by while an attempt is | 


made to bring investors back into | 


the market on a 1929 basis. 
proposal would redound only to the 
benefit of those whose primary in- 


Such a | 


lative provisions of the existing law, 
which the SEC, criticized so severely, 
the ;stock exchange representatives 
proposed the repeal of that part of 
the Securities and Exchange Act 


' which relates to unfair use of infor- 


terest is served by an increased vol- | 


ume of trading—the broker to whom 
more trading means quicker profits, 
the insider, and the market rigger— 
not American industry nor Ameri- 
can investors. Sound recovery can- 


| 


not be had through the use of in- | 


jurious stimulants.” 
In addition to the recommenda- 


mation by insiders. 
Among the other recommenda- 
tions were the following: | 
Formulation of a single registra- 
tion form which might be used un- 


* ments calling for prospectuses to 
_ accompany the sale of a new issue of 


a security which already is listed on 
an exchange; 


Simplification of 


cetailed reports required from cor- 


suggestions for 


porations; 

Shortening of the 30-day period 
now required before a listing state- 
ment filed under the Securities Ex- 
change Act can become effective. 


The SEC’s quick rejection of the 
revisions does not 


mean, it was pointed out in author- 
_ itative SEC quarters, that the policy 
of cooperation with the exchanges | 
has been abandoned. The principal | 


it was 


der both the Securities Act of 1933- 


and the Securities Exchange Act of 
1934; 

Simplification of various details 
involving procedure such as require- 


- 


WHAT'S WRONG WITH RELIEF? 
AS A WELFARE LEADER SEES IT 


By CHARLES P. TAFT 


Chairman, Community Mobili- 
zation for Human Needs 


OR nearly eight years we have 

been struggling in this country 
with the problem of unemployment 
relief, and today we can report a 
colossal failure. Other kinds of de- 
pendency have been recognized as 
public obligations for longer or 
shorter periods, and have been han- 


died with gradually increasing effec- 
tiveness, but our sins in administer- 
ing relief to the jobless have infected 
the whole field of American public 
welfare. 


Take my home town, for instance— | 


Cincinnati. Last year for .all kinds 
of dependency there was spent in 
Our county just over $20,000,000. 
That is equal to the amount spent 
for all units of local government put 
together in the same period. Of that 
about $13,000,000 came from the 
Federal Government and the balance 
from the State and local government. 

If a single body of the kind of 
Qualified local citizens who 
available, qualified by community 
tiest and local official service, had 
the spending of that money, we could 
take care of all the unemployed, the 
youth, the old, the dependent chil- 
dren and their mothers, and the 
bind, and do it on a fair, adequate 
and equalized basis. 


The Wide Differences 


In Payments to Families 
But it was not done that way. 
Federal officials taking orders from 


WPA and NYA. They pay an aver- 
age of $55 to $60 per month to a fam- 
ly on WPA. The city runs relief for 


the whole county and pays an aver- | 
age of $25 a month a family. The | 
‘Ounty handles mothers with de- | 


pendent children and pays an aver- 
age of $50. 


Why the differences? They are the 
‘ame kind of people, the same size 
families, Some of those on the city 
Tolls, not over one-third, and all the 
Mothers are unemployable in some 
Senses, but what difference does that 
make? Don’t they eat? Don’t they 
heed clothes and shelter? 

WPA is a job, not relief, so they 
tell us. Now, Iam fot one who jokes 
about WPA or criticizes it as a work 
Program. But it is unemployment 
relief, not a job. I am for work re- 
lief, but don’t let’s fool ourselves 
about What it is. We have work re- 
‘ef on our city program, and it is 
800d as work relief. But it is relief, 
and all those on relief ought to be 
Treated alike, not divided into one 
Class Of aristocrats, and another of 
stepchildren? $55 for one family of 
cur—half that for another family 
Of four, 


WPA decides to lay off those eligi- | 


' employed back to work? 


| they can handle. 


Is something fundamentally 
wrong with our unemployment 
relief? 

Charles P. Taft, of Cincin- 
nati, Ohio, Chairman .of the 
Community Mobilization for Hu- 
man Needs, nation-wide organi- 
zation of community chests, be- 


lieves there is, characterizes 
results so far as a ‘colossal 
failure.” 


Mr. Taft, son of the late 
President, brother of Senator 
Robert A. Taft, (Rep.), of Ohio, 
and leader of the nation’s great- 
est welfare organization, is quali- 
fied by experience to speak au- 
thoritatively on the relief prob- 
lem. 

In a recent address before 
the Commonwealth Club of San 
Francisco, he suggested a com- 
plete revamping of the national 
relief system. § The United 
States News presents herewith 
his address in full text. 


tle for other categories of relief. Do 
they consult those responsible for 
the other categories? I should say 
not. The result is that the city of 
Cincinnati is stormed by mothers 
laid off who for one reason or an- 
other are not eligible for the other 


+ 


say so. 


problem, and we have no program 
of rehabilitation at all. 

Do'you think I am exaggerating 
when I say that a result like that af- 
ter eight long years represents a 
colossal failure? 

And the worst thing is that Con- 
gress does not know what to do next. 
Senator Byrnes proposes to perpetu- 
ate the separation between WPA and 
everything else by putting it all ina 
department of public works. But 
WPA is not public works but work 
relief, and the first essential is to 
Representative Woodrum’s 


| bill in the House says so, but he also 


perpetuates 


the separation from 
other kinds of dependency. 
What needs to be done is simple 


in outline. The. Federal Govern- 


'ment must lay down certain simple 
| standards for relief of all kinds. 


An average of $35 a month for an 
average family, adjusted somewhat 
for areas, is what the FERA paid 
back in 1934. The Federal Govern- 
ment must contribute to the States 
about 75 per cent or 80 per cent of 


the cost, on condition of living up to 


kind of help. So for aged: so for | 


biind. And in many cases the other 
cepartments had no extra money 
anyway. Can you imagine a worse 


‘mess? 


And who is trying to get the un- 
Why, of 
course, our Government has a Ssys- 


of 


that standard, for all needy families, 
not a selected few; on condition of 


civil serviee: on condition of a sound | 


State and county adminisirative set- 
up, covering all the kinds of depend- 
ents, in one department. 


It can re- | 


quire work relief to any extent and... 


probably should, but the detailed 
administration should be local. 


Requiring Localities 


To Contribute to Cost 

The State must match; and must 
be required to make the local govern- 
ment match. Then there will be an 


incentive to keep the rolls down to | 


the needy. 

And the State and locality must 
be required to make local govern- 
the employment offices, where 


' there will be especial emphasis on 


tem of labor exchanges, employment | 


offices in cooperation with the 
State. But it turns out that those 
exchanges are now tied up with un- 


employment compensation and are 


used to find jobs for those who are | 


insured and then lose their 
Furthermore, they are so busy with 
that, that those are the only ones 
That is the infor- 
mal but official policy of both Wash- 
ington and the States. 


But who are the unemployed? 
Some of them have been employed 
long enough in 1938 to be eligible for 
unemployment benefits, but 50 per 
cent are not only unskilled but casual 
labor, and that is by the law exempt 
from benefits. 

When times get better, as in May, 
1937, the casual labor on relief is 
probably 80 per cent. So it is that 
apparently the only agency supposed 
to get jobs for people who need 
them .is consciously quitting on the 


jObS. | 


casual labor and the young ones just 
out of school—both groups are now 
being neglected by our employment 
service. It is perfectly obvious by 
this time that the transient problem 
is one for the Federal Government to 
handle. 

This is nota political program, for 
it comes from the firing line, both of 
the Community Chests and of city 
welfare administrators. In addition 
to representing the chesis, I can 


speak as Chairman of the Welfare | 
Committee of Cincinnati City Coun- | 


cil. 
The main hindrances are that both 
Representatives and Senators in 


most cases do not live in the metro- | 
politan communities and don’t Know | 


relief at first hand: while -the 


| mayors, if they don’t shout for Fed- 


eral pap and 


very group that creates our relief | 


no local taxes, are 
called traitors at home. 


The time has come, and is in fact 


long past, when we ought to quit | 
fooling around and get down to facts | 


and the cure for facts. 


* 


features of the report were rejected, 
contended, because they 
would have meant a change in the 
basic regulatory functions of the 
SEC which have been built up since 
Congress first approved regulation 
of the exchanges. 


The Commission’s statement did 


“burdensome” | 


| 


not touch on other proposals sub- | 
mitted by the exchange committee. | 
So on the basis of the statement, the 


way is left open for consideration of 
some of the other recommendations 
such as those proposing reduction in 
the number and complexity of re- 
ports which must be filed by reg- 
istered corporations. 

Officials of the SEC cited the lib- 
eralization of the short selling rules 
March 10 as evidence of their cooper- 
ative attitude. 


ties business already has been mod- 
ified several times through the 


administrative rulings of the SEC: 


and changes in the original legisla- 
tion. 


“APPEASING” 


+ 


THE TAXPAYERS: 


THE TREASURY CUTS RED TAPE 


AND in hand with the Adminis- + 


tration’s policy of “appease- 


ing” business is a current Treasury 

effort to “appease’’ taxpayers. 
Though Secretary of the Treasury 

now 


leafing through 
March 15 income 
AX Teturns, 
offers 
pect of a general 
reduction in 
taxes, yet his 
department is 
making careful 
attempts to take 
some of the bur- 
den and anguish 
out of the aver- 


Morgenthau, 


Sec. Morgentha 
nual task of pay- 


ing his income tax. 
Two recent changes in the set-up 
of the Bureau of Internal Revenue 


no pros- | 


age citizen’s an- | 


are hailed by Treasury officials as 


instances of taxpayer relief. 

The most notable of the changes 
is decentralization of the Bureau of 
Interna! Revenue. Six regional of- 
fices of the Bureau already have 


been opened in key population cen- | 


_ ters of the nation. Four more will be 


opened shortly. 


By May 1 the entire tax adjust- | 


ment machinery of the Bureau of 


Interna] Revenue will have been car- | 


ried to the taxpayer, ° 
Significance of the change is this: 


Formerly a taxpayer, notified by the — 
Government that he must adjust his | 


tax return, had no recourse but to 
go to Washington and argue his case 
at the main office of the Bureau of 
Internal Revenue. Frequently the 
taxpayer felt obliged to retain ceun- 


' sel. At the least, the hearing always 
Federal regulation of the securi- | 


involved an outlay of time and trav- 


 eling expenses by the taxpayer. 


Today, however, with ten regional 
divisions of the Bureau of Internal 
Revenue already operating or soon to 
begin functioning, the taxpayer can 


First aid for taxpayers. 
New form of “appease- 
ment.” Steps to make tax 
time easier. 


present his case at the local office. 


Important, too, is the fact that full 
authority to make final administra- 
tive decisions has been moved out to 
the regional offices. 


The local internal revenue agent | 


will make a thorough investigation 
of the case and then present his 
findings to a local representative of 
the Technical Staff of the Bureau, 
who has final power to issue deci- 


+ sions, subject only to appeal to the 


Board of Tax Appeals and the 
courts. 


But even more “appeasement” is 
being discussed in the Treasury. 

Chief among proposals for simpli- 
fying the tax laws is the project to 
group all existing corporation taxes 
into a single levy. As the President 
remarked at a recent press confer- 
ence, the Treasury insists on raising 
the same amount of revenue from 
corporations, but it is receptive to 
plans for simplifying the mechanics 


_ of paying corporation taxes. 


Elimination of red tape in tax- 
paying is another goal on which the 
Treasury has set its official heart. 
To achieve this, Treasury officials are 
quietly revising and rewriting every 


| tax rule or regulation which has béen 
' shown to be unfair. 


Useful for 
Periodic Check-up 
of Bond Holdings 


@ This Analysis Chart provides a 
simple form for classifying and 
organizing the essential information 
concerning the structure of yout bond 
holdings. It can not, of course, dis- 
close how sound your individual 
securities are—but it will give acom- 
posite picture. It will show whether 
your account is well balanced and 
suited to your present needs. It will 
reveal how much diversification — 
how much tax é¢xemption you now 
have — how maturities are distrib- 
uted. It may suggest some advisable 
changes. Many find this chart useful 
for keeping a convenient record of 
their investment holdings including 
not only borrds, but also stocks and 
mortgages. A copy will be sent upon 
request, without obligation. Ask for 
Analysis Chart w$- $4. 


CHICAGO, 201 South La Salle Street 
NEW YORK, 35 Wall Street 
AND OTHER PRINCIPAL CITI&S 


HALSEY, STUART & CO. INc. 


on April 12, 1845. 


A Mutual Company, Founded 


¥ 


Bonds.... 


ALFRED L. AIKEN 


President 


Ballantine 


Retire 


HENRY BRUERE 


INS URANCE 


THOMAS A. BUCKNER 
Chairman of the Board 


Railroad, Public Utility, Industrial and other 
Preferred and Guaranteed Stocks.......... 
Real Estate Owned (Including Home Office)... . 


First Mortgage Loanson Real Estate (Including 
$698 364.35 foreclosed liens subject to redemption) 


Interest and Rents due and accrued....... 


Net Amount of Uncollected and Deferred 


CORNELIUS N. BLISS 


President, Bowery Savings Bank 
MORTIMER N. BUCKNER 


Chairman of the Board 
The New York Trust Co. 


NEW YORK 


51 Madison Avenue, New York, N. Y. 


Incorporated under the Laws of 
the State of New York. 


A BRIEF DIGEST OF THE 


94° Annual Statement 


DECEMBER 31, 1938 


Payments to policyholders and their beneficiaries 
during the year 1938 amounted to $201,494,937. Of 
this total, $131,804,103 was paid to living policy- 
holders and $69,696,834 to beneficiaries. 

Total payments to policyholders and beneficiaries 
during the past ten years exceeded $2,147,000,000. 

New insurance: during the year amounted to 
$422,817,500. Total insurance in force at the close 
of 1938 was $6,793,826,309 under 2,828,765 policies. 


The Assets on December 31, 1938 amounted to 
$2,647,454,712. The principal item of the Liabilities 
was the Insurance and Annuity Reserve required 
by law, amounting to $2,159,527,400. Also included 
in the Liabilities are a reserve of $41,569,539 for 
dividends to policyholders in 1939 and a Special In- 
vestment Reserve of $45,000,000. Surplus funds 
reserved for general contingencies amounted to 


ASSETS 
Cash on Hand, or in Bank................. $50,466,059.12 
United States Government, direct, or fully 
State, County and Municipal Bonds....... 252,459,640.75 


64,567,067.95 


583,416,306.92 
87,745,048.00 
135,4$0,673.37 


436,091 ,057.66 
349, 262,979.85 
29,880 ,864.05 


31,335,538.18 
19,956.31 


$2,647,454,711.61 


$124,555,211. 
LIABILITIES 

Insurance and Annuity Reserve ........... $2,159,527,400.00 
Present Value of Amounts not yet due on 

Supplementary Contracts............... 127,972,335.45 
Dividends Left with the Company at Interest 113,087,924.11 
Other Policy, Liabilities.................. 15,761,712.71 
Premiums, Interest and Rents Prepaid..... 11,529,650.32 
Miscellaneous Liabilities................. —3,572,265.52 
Special Investment Reserve. 45,000,000.00 
Reserve for Dividends payable to Policy- 

holders im 41,569,539.00 


Surplus funds reserved for general con- 


Securities valued at $38,738,698 21 in the above statement are deposited as required by law. 


A more complete report listing the securities owned by the Company will gladly be sent upon request. 
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ARTHUR A. BALLANTINE 
Lawyer, Root, Clark, Buckner # 


President, Columbia University 
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Textijes) CHARLES A, CANNON 


President, Cannon Mills Co. 


GEORGE B. CORTELYOU 
Former Secretary of the 
Treasury of the United States 


WILLIAM H. DANFORTH 
Chairman of the Board, 
Ralston-Purina Co. 


ROBERT E. DOWLING 


President, City Investing Co. 
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NICHOLAS MURRAY BUTLER 


CTORS 


JAMES G. HARBORD 
Chairman of the Board, 
Radio Corpuration of America 


CHARLES D. HILLES 
Resident Manager for New York State, 
Employers’ Liability Assurance Corp. 


HALE HOLDEN 


Chairman, Southern Pacific Co. 


HERBERT HOOVER 


‘Former President of the United States 


PERCY H. JOHNSTON 
Chairman of the Board, 
Chemical Bank & Trust Co. 


WILLARD V. KING 


Retired Banker 


Empire State, Inc. 


J. BARSTOW SMULL 
Vice-President, 
J. H. Winchester & Co., Ine. 


PERCY S. STRAUS 
President, R. H. Macy & Co.,ince. 


ALFRED L. AIKEN 


GERRISH H. MILLIKEN 
President, 
Deering, MAliken & Co. 


EDWARD L. RYERSON, Jr. 
Vice-Chairman, Inland Steel Co.; 
Chairman, 

Joseph T. Ryerson & Son, Ine. 


HARPER SIBLEY 
Banking and Agriculture 


ALFRED E. SMITH 


President. 


President 


124,555,210.84 
$2,647,454,711.61 


IN WASHINGTON, THE NEW YORK LIFE’S BRANCH OFFICE Is AT 
Shoreham Bldg., 806 15th Street, N. W. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Vol. VII, No. 12 


States 


March 20, 1939 


“I wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 


ERR HITLER dismembers Czecho- 
Slovakia, announces a “protectorate” 
over the residue, and confiscates $80,- 
000,000 of precious gold belonging to 

the vanquished. 

This, the Fuehrer says, is necessary 1n 
“self-preservation.” 

America and Great Britain and France are 
horror-struck by the sudden move. It is a 
shocking piece of lawlessness as well as proof 
of the utter worthlessness of the pledged word 
of the head of a powerful government. Con- 
demnation is widespread, but in order that 
reason may prevail, even in the midst of an 
emotional reaction such as we are witnessing, 
it is essential that we re-examine ourselves and 
see to what extent we are to blame for what 
is happening. 

By “we” is meant Great Britain and France 
and the United States, who set themselves up 
between 1914 and 1918 as the guardians of 
democracy in the world, as the protectors of 
right and morality. 

First, it is necessary to recall that Central 
Europe has been carved and recarved by wars 
and peace treaties for hundreds of years. This 
is not to condone such history, but to point out 
that there are but two ways by which a nation 
can secure the economic facilities for the sus- 
tenance of its population. One is by military 
force and the other is by moral force. 

Germany was dismembered in 1918 and her 
territory and colonies given to others. _ 

The Austro-Hungarian empire was dismem- 
bered and her constituent parts transformed 
into several independent states with the sanc- 
tion of the Versailles treaty. 


Behind the Versailles 


FORCE USED 

pact was the victory of 
TO DESPOIL military force — of sheer 
GERMANY coercion. 


Germany was 
compelled to disarm and pay a huge indem- 
nity. Her raw materials were taken from her 
and for several years she paid reparations “in 
kind”—that is, in materials—as well as in cash. 
Her “inflation” of 1923 was, in. truth, bank- 
ruptcy brought on by the stupidity of the 
allied policies. 


The punitive spirit engendered by Britain © 


and France, after the War, developed in Ger- 
many a counter spirit of revenge. A proud 
people would not succumb forever. The Ger- 
man youth would not be permitted to forget 
the humiliation of a military occupation of 
German territory in the Rhineland. 

At this point the reader may inquire whether 
the Germans who brought on the war should 
have gone unpunished. And the answer is 
that if the world means to sanction military 
force as the only means of settling its disputes, 
there always will be reliance on a system that 
combines wars of conquest and a punitive 
peace. 


LASTING PEACE . Pack in January 1917 


the philosophy of right 
MUST BE BASED other than might was 


ON JUSTICE proclaimed by President 
Wilson in an address to the United States Sen- 
ate. Said Mr. Wilson: 


“It must be a peace without victory. It 
is not pleasant to say this. ... I am seek- 
ing only to face realities and to face them 
without soft concealments. 

“Victory would mean peace forced upon 
the loser, a victor’s terms imposed upon 
the vanquished. It would be accepted in 
humiliation, under duress, at an intoler- 
able sacrifice, and would leave a sting, a 
resentment, a bitter memory upon which 
terms of peace would rest, not permanent- 
ly, but only upon quicksand. 

“Only a peace between equals can last. 
Only a peace the very principle of which 
is equality and a common participation in 
a common benefit. The right state of 
mind, the right feeling between nations, 
is as necessary for a lasting peace as is the 
just settlement of vexed questions of terri- 
tory or of racial and national allegiance.” 


How little attention the allies paid at the 
peace table of 1919 to Woodrow Wilson’s 
warnings is a matter of record. 

The same problem confronts us today. 


American Responsibility for Present Crisis 
Makes-Right Theory 


v 


THE VICTORS 


in Territorial 


By DAVID LAWRENCE 


Germany is still seeking ways and means of 
developing economic opportunity for 80,000,- 
000 persons. For years, the German people 
sought through a democratic government to 
get the allies to lighten the load of reparations 
dnd to regain territory. | 

But French policy was adamant. Poincare 
revived the system of military alliances and 
actually sent military supplies to eastern and 
central European states. The German people 
were in effect told that might makes right and 


that what they had lost by the sword they 


could regain only by the use of the sword. 

Democracy in Germany was thus squelched 
by the allies themselves. | 

So, as often happens in world history, a des- 
pot arose to capitalize the discontent of his 
people. He organized a party dedicated to 
the idea of recapturing for Germany a place 
in the sun—to emancipate Germany from her 
humiliating position as a vassal state. His 
party doctrine became the essence of German 
patriotism. 


Time and again the Ger- 
man leaders pleaded for 
an economic chance. They 
wanted their colonies back. 
The British and French who had obtained, 
through the Versaillés peace treaty, “man- 
dates’”—which originally meant trusteeships 
—paid no heed. The theory back of the “man- 
date” was that German colonial territory 
should be kept in custody by the allies for a 


GERMAN NEEDS 
IGNORED BY 


reasonable length of time and presumably, if 


the Germans behaved, they should some day 
haye their possessions back. The punishment 
was not to be made permanent. 

Herr Hitler in recent years has raised the 
colonial question in vain. He has looked in 
every direction for economic sustenance. He 
needs raw materials, he needs trade, he needs 
to find ways and means to sustain the millions 
of Germans in central Europe. He recently 
cried out that Germany must “export or die.” 
Now he moves boldly to steal a neighbor’s 
gold and applies the primitive code of “self- 
preservation.” | | 

The allies, including the United States, 
turned a deaf ear to pleas of justice and fair- 
ness in the post-war period. Our own country, 
moreover, turned its back on the allies and 
refused to join even such an innocuous de- 
bating society as the Geneva League proved to 
be. We declined not merely to supply military 


force for the maintenance of the Versailles 


treaty—which was a correct attitude for us to 
assume—but we declined to supply moral force 
to help straighten out the troubles of the world. 


OWN HISTORY forfeit the right to con- 


OF CONQUEST demn now the use of mili- 


tary and physical coercion by the German 
government. If we believe in physical force 
as the only means of maintaining peace, we 
cannot contend that the use of the sword of 
conquest by other nations is illogical. 

Let us carry the re-examination of ourselves 
a bit farther. It may be an unpleasant thing 
to recall, but did we not encourage a separatist 
movement in Colombia in 1901 in order that 
the Republic of Panama might be set up so 
that we could build the Panama Canal? With 
commendable spirit, in subsequent years, we 
acknowledged our error and paid an indemnity 
of $20,000,000 to Colombia. 

To what extent, too, was our war with Mex- 
ico ninety years ago governed by any other 
motive than “manifest destiny” ? 

This reminder of our own conquests is not to 
argue that what Germany is doing today is 
justified, or that the oppression which Nazism 
is visiting on innocent peoples is even remote- 
ly analogous to our own humane treatment 
of minority populations which found them- 
selves within our boundaries. We have been 


_ benevolent conquerors and to that extent can 


point to the sum total benefit conferred on 
mankind by our military conquests. 


Expansion 


v 


Nazis Return to Instincts of Primitive Man in Desperate Struggle for Economic Existence— 


in Europe—Rise of Might- 


But what are we doing today and what is 
the world preparing for? Another era of con- 
quest by force? The armaments all democra- 
cies are building, and necessarily so in a world 
of instability, can mean only the use of force or 
the threat of the use of force, which amounts 
to the same thing—coercion by might rather 
than concession by the force of persuasion and 
reason. 


Military preparation 
MORAL POWER should not exclude the use 


CAN AVERT of moral force and reason 
A HOLOCAUST 1, prevent war. 

No one nation, it will be argued, can, how- 
ever, do the persuading. No one nation can 
establish world peace. The British and French, 
it is averred, will not give up any of their pos- 
sessions wrung from Germany in the last war. 
Probably not of their own initiative. But does 
this mean that we cannot in a civilized world 
establish a concert of nations with enough 
prestige to mobilize the moral force of man- 
kind and assure the German people of a pro- 
gram which will persuade them to abandon 
Nazirule? Is it not better to forego a share of 
the world’s wealth obtained by conquest and 
redistribute it than to cause suffering and death 
for millions of innocent men, women and 
children? 

If we, ourselves, have not learned the lessons 
of self-sacrifice, then we have no right to con- 
demn the presence of the expansion motive in 
others or, if you will, the cry of “self-preserva- 
tion” as the term now is used by nations seek-. 
ing an economic outlet. 


We have amongst us 


ISOLATION 

those who would virtually 
A POLICY OF cut off communication 
SELFISHNESS with the outside world, 


disregarding trade and commerce and selfishly / 


sitting on our unprecedented hoard of gold in 
miserlike inactivity. 

We cannot allow selfishness and self-cen- 
teredness to become the motif of our national 
policy. We are already hearing the cruel re- 
frain of those who would abandon America’s 
historic policy of asylum for political refugees. 

But American policy should go beyond mere 
extension of sympathy. We should realize 
that armaments can bankrupt the world and 
that the way out does not lie simply in build- 
ing up our national defense, important and de- 
sirable as that is at this stage of world affairs. 

Serious consideration must be given at once 
to the only real alternative—the convocation 
of a conference of nations to determine the 
best means of rectifying frontiers and submit- 
ting to such a Second Peace Conference, domi- 
nated by justice and reason, the claims of the 
various countries. and nations for economic 
self-preservation. It may involve material 
sacrifices, but better these than the bloodshed 
of war or the misery of unemployment 
throughout the world induced by the turmoil 
of undeclared wars in Europe. 


Such a program is the 


A MEANS TO realistic approach to the 
SOLVE OUR question of unemploy- 
PROBLEMS 


ment in the United States 
and caring for our own. For, unless stability 
is restored in the world and the danger of war 
is averted, there can be no substantial increase 
in world trade. And without a restoration of 
world trade our unemployment problem can- 
not be permanently solved. 

The surest way to peace is by intelligent 
cooperation with other nations in the use of 
moral force to secure justice for all peoples. 

The world still has many areas suitable for 
colonization and resources ample to finance a 
world prosperity. 

We must not niggardly refuse to do our 
share. 

We must, instead, replenish our thoughts 
with the spirit of tolerance, good will, unself- 
ishness, and love of our fellow men which was 
and is the spirit of Christianity—the philoso- 
phy which extols the brotherhood of man as 
truly enlightened internationalism. 
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Me, 
WEWS 


ET’S “do something” about taxes on business 
.. . That’s the talk in Washington today 
... The biggest official topic. Yet in all the 
announcements concerning tax revision plans, 
we have heard very little mention of the tax 
which bears most heavily on business—social 
security pay-roll taxes. 

We asked our tax experts to find out just 
how much social security taxes have added to 
the business tax burden compared with the 
most prosperous business years . . . whether 
they are harmful because they make no provi- 
sion for discrimination between rich and poor 
business ... whether they are penalizing most 
the business which makes the greatest number 
of jobs... these and other questions. For the 
answers we refer you to our Page 1 Pictogram 
and its accompanying article. 


* 


And, while on the subject of taxes, what is 
the outiook for corporations and individuals— 
relief or otherwise? Our tax scouts seem to 
think that about this time next vear both 
classes of taxpayers will be paying more—and 
tell you why on Page 2. 

A favorite motto of Theodore Roosevelt was 
in effect: To speak softly and carry a big stick. 
And now another Roosevelt wants his own club, 
one to be used in case Federal borrowing be- 
comes difficult; the continued power to clip 
more gold from the dollar’s content and the 
power to print $5,000,000,000 in greenbacks. 
Several uses the President might find for ex- 
tension of his power to use such a weapon at 
home or abroad—if necessary—are explained 


on Page 2. 
kk * 


Busy, busy days in Washington for our for- 


eign affairs staff as Herr Hitler continues his 


“Drang Nach Osten” (Drive Toward the East). 
Our writers penetrated deeply into the diplo- 
matic lines of the Washington “frontier” to 
obtain information for our Page 3 article, a 
highly authoritative report on the meaning and 
possible future repercussions as the result of 
the occupation of Czechoslovakia. 

“Hitler moves fast and if you miss an edition 
you'll miss a new European frontier,” is a fa- 


-miliar comment in Washington. And things in 


Europe are moving fast ...so much so that the 
official map makers reported that the City of 
Chust in Eastern Czechoslovakia made some 
kind of a political record when it was under 
three different flags in 27 hours. But our for- 
eign staff has managed to keep up with the 
news in this article. 
kw * 

The “small business man” is making his in- 
fluence felt more and more in Washington. 
Plans for providing additional credit are being 
hard pushed. The United States News had a 
fine response when it asked, as a “Question of 
the Week”, for opinions from bankers, business 
men and others as to what type of aid should 
be extended the “little fellows.” 

Senator Mead, of New York, has introduced 
a bill to provide the necessary credit. He finds 
a widespread and favorable reaction to his pro- 
posal. On page 6 he gives us some concrete 
examples of the benefits which might be ex- 
pected. Due to the interest in the subject we 
have presented the full text of his nation-wide 
radio address. 

* 

Found: A potential field of spending where 
60 billions of dollars lie waiting. 

There seems to be little disagreement among 
Government and private economists in Wash- 
ington that if there is to be industrial recovery 
on a broad scale, it will have to appear in the 
field of durable goods—a broad classification 
... briefly, equipment or goods having a longer 
life than three years. 

Our economists have gone back to 1929 to 
study the changes in the year-by-year expendi- 
tures for durable goods and have prepared a 
chart on page 12. An analysis of the meaning 
of the fluctuations accompanies the chart. 

* * 

What’s wrong with relief? 

Boiled down, our system is a “colossal fail- 
ure,” says Charles P. Taft, of Cincinnati, and 
the time has come “when we ought to quit fool- 
ing around and get down to facets.” 

Mr. Taft speaks with double authority, as 
National Chairman of the Community Mobil- 
ization for Human Needs (Community Chests), 


and as chairman of the Welfare Committee of 


the Cincinnati City Council. 

The brother of the new Senator from Ohio 
and son of the late President has a non-political 
program for complete revamping of the na- 
tional relief system. In a recent address he 
outlined his objectives and told in straight- 
from-the-shoulder fashion why he thinks our 
system has broken down. We present the full 
text on page 13. 


E. WortH HIGGINS, 
Managing Editor. 
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